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PREFACE. 


The  elementary  principles  of  the  kw  which  govern 
the  formation  and  control  of  public  and  private  corpora- 
tions are  fully  shown  in  this  volume.  It  is  the  tendency 
to  merge  all  large  private  enterprises  into  corporations, 
because  of  Ihe  better  protection  of  the  investors  when 
corporations  are  properly  and  legally  handled. 

Public  corporations  are  a  necessity,  and  the  law  show- 
ing how  to  incorporate  both  public  and  private  corpora- 
tions is  briefly,  yet  explicitly  shown  in  this  volume,  as  is 
also,  the  manner  of  conducting  the  corporations,  their 
ri^ts,  and  the  rights  of  the  general  public  as  against 
ihem. 

To  the  law  student  and  business  man,  this  volume 
should  appeal  in  the  strongest  manner.  The  greater  the 
knowledge  the  law  student  requires  of  corporate  law,  the 
greater  will  be  his  financial  returns,  for  it  is  an  estab- 
lished fact  that  corporation  lawyers  are  the  highest  paid 
in  the  world. 

The  business  man  must  of  necessity  understand  cor- 
porate law,  for  he  is  sure  at  some  time  to  become  an  ac- 
tive member  of  a  corporation,  and  the  study  of  this  vol- 
ume will  prove  of  invaluable  benefit  to  him. 

The  subject  matter  will  be  found  condensed,  easily 
understood  and  complete  in  all  the  title  of  the  volume 
impHea. 
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PRINCIPLES  OF  THE   LAW   OF 
PRIVATE  CORPORATIONS. 


CHAPTER  I. 

nEFmrnoN  and  general  idea  of  a  cx>bfobation. 

Sec.  1201  *    A  CORPORATION  DEFINED.— 

The  definitions  given  by  the  courts  and  text-book  writ- 
ers emphasize  the  fact  that  a  corporation  may  be,  and 
usually  is,  viewed  as  being — ^a  person,  a  collection  of  per- 
sons, a  franchise,  thus: — 

Chief  Justice  Marshall  defines  a  corporation  as  ''an 
artificial  being,  invisible,  intangible,  and  existing  only 
in  contemplation  of  laiw."t  While  Mr.  Kyd  defines  a 
corporation  as:  ''A  collection  of  many  individuals  united 
into  one  body,  under  a  special  denomination,  having  per- 
petual succession  under  an  artificial  form,  and  vested 
by  the  policy  of  the  law,  with  the  capacity  of  acting  in 
several  respects  as  an  individual/'l  And  Chancellor 
Kent's  definition  is:  ''A  corporation  is  a  franchise  pos- 
sessed by  one  or  more  individuals,  who  subsist,  as  a  body 
politic,  under  a  special  denomination,  and  are  vested, 
by  the  i>olicy  of  the  law  with  the  capacity  of  perpetual 

*ThiB  book  is  Vol.  9  of  The  Cyclopedia  of  Law;  the  former 
1200  sections  comprise  the  first  eight  books  of  the  series. 

fPer  C9i.  J.  Marshall  in  Dartmouth  College  v.  Woodward,  4 
Wheat  517,  6S6. 

}1  Kyd,  Corp.  18. 
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succession,  and  of  acting  in  several  respects,  however 
numerous  the  association  may  be,  as  a  single  individ- 
ual-"* 

The  student  will  soon  ascelrtain  from  the  cases  that 
a  corporation  is  not  only  one,  but  all  of  these,  accord- 
ingly as  it  is  viewed  as  a  separate  entity;  as  a  com- 
posite creation;  or  as  respects  its  limited  and  restricted 
powers.  Every  corporation  aggregate,  then,  consists 
of,  (a)  a  collection  of  individuals;  (b)  a  legal  entity, 
or  artificial  being,  which,  in  contemplation  of  law,  is 
largely  separate  and  distinct  from  its  composite  member- 
ship, and  (c)  a  franchise  or  privilege  derived  from  the 
sovereign  authority  conferring  the  powers  necessary  to 
the  existence  of  the  corporation  as  a  separate  entity.! 

A  corporation  is  regarded  as  a  separate  legal  entity 
to  the  extent  that  it  may  as  sudi  entity  acquire,  con- 
vey and  hold  property,  contract  obligations,  incur  lia- 
bilities, sue  and  be  sued,  and  may  buy  from  and  sell  to 
and  contract  with  its  members  as  with  strangers.1 


•«  Kent,  C6m.  «67-8. 

fThe  distinction  between  natural  persons  and  artificial  or  cor- 
porate bodies,  created  by  the  policy  of  the  law,  was  well  known 
to  the  early  law  writers,  as  Lord  Coke,  who  says:  **A  body 
politic  is  a  body  to  take  in  succession,  framed  by  policy,  and 
therefore  it  is  called  by  Littleton  a  'body  politic* ;  and  it  is  called 
a  'corporation'  or  'body  corporate^  because  the  persons  are  made 
into  a  body,  and  of  a  capacity  to  take  and  grant,**  etc.  Co. 
Litt.  SSOa. 

|"A  corporation  is  a  body,  created  by  law,  OMnposed  of  in- 
dividuals united  under  a  common  name,  the  members  of  whidi 
succeed  each  other,  so  that  the  body  oontinaes  the  same  not- 


Digitized  by 


Google 


DEFINITION,  ETC.  S 

Secl202-  THEORIES  AS  TO  THE  CORPOR. 
ATE  ENTITY  OR  PERSONALITY.— It  has  been 
said  in  the  definition  of  a  corporation  that  it  is  an  arti- 
ficiftl  being,  existing  only  in  contemplation  of  law,  and 
that  the  idea  of  the  corporate  entity  is  not  real,  but 
fictitious,  being  a  mere  figure  of  speech,  which  abstract 
or  intangible  being  is  given,  by  ihe  policy  of  the  law, 
in  certain  cases,  all  the  characteristics  and  attributes  of 
natural  persons,  but  in  other  cases,  chiefly  equitable,  it 
will  be  disregarded,  and  the  court  will  look  behind  the 
corporate  entity  to  the  individual  members  composing 
it,  in  order  that  justice  may  be  done.  This  theory, 
known  as  the  fiction  theory^  is  the  prevailing  American 
view,  and  is  acknowledged  by  many  courts  and  writers. 

Another  view  or  theory  as  to  the  corporate  entity  is 
advocated  by  German  law  writers,  called  the  organic 
theory,  in  which  it  is  maintained  that  the  personality 
of  a  corporation  is  as  real  and  tangible  as  that  of  the 


withstanding  the  change  of  the  individuals  composing  it,  and 
is,  for  certain  purposes,  considered  as  a  natural  person."  An- 
gell  &  Ames,  Corp.  Sec.  1. 

^'A  corporation  aggregate  is  a  collection  of  individuals  united 
in  one  body,  under  such  a  grant  of  privileges  as  secures  a 
succession  of  members  without  changing  the  identity  of  the 
hody,  and  constitutes  the  members  for  the  time  being  one  arti- 
ficial person,  or  legal  being,  capable  of  transacting  some  kind  of 
business  like  a  natural  person.  .  .  .  Such  a  union  as  I  have 
mentioned  can  only  be  effected  under  a  grant  of  privileges  from 
the  sovereign  power  of  the  state.  A  Corporation  is,  therefore, 
said  to  be  a  legal  being,  or  the  mere  creature  of  law." — ^Per 
Bronson,  J.,  in  People  v.  Assessors  of  Village  of  Watertown,  1 
Hill  (N.  Y.)  620.  • 
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State,  since,  in  law,  a  person  is  anything  that  is  a  dis- 
tinct subject  of  rights  and  liabilities,  and  juristic  per- 
sons are  no  more  fictitious  tlian  is  the  conception  of 
ownership,  since  tliey  are  subjects  of  legal  rights  and 
duties. 

StiU  another  theory  is  advocated  by  Doctor  Ernst 
Freund  of  Chicago  University,  called  the  representa- 
tive theory,  in  which  it  is  sought  to  show  that  the  rights 
held  and  exercised  by  the  corporation  are  not  those  of 
any  physical  person,  but  those  of  the  corporation  as  di- 
rected by  the  majority  of  its  members,  that  is,  the  ma- 
jority vote  of  the  quorum  is  the  representative  of  all, 
and  this  group  representing  the  majority  of  a  quorum, 
which  is  the  real  corporation,  is  no  imreal  or  fictitious 
thing,  and  is  the  real  entity  which  the  corporation  rep- 
resents. 

Sec.  1208.  DEFINITION  AND  THEORY  OF 
THE  FRANCHISE.— "A  franchise  is  a  right,  priv- 
ilege or  power  of  public  concern  which  ought  not  to 
be  exercised  by  private  individuals  at  their  mere  will 
or  pleasure,  but  should  be  reserved  for  public  control 
and  administration,  either  by  the  government  directly, 
or  by  public  agents,  acting  under  such  conditions,  and 
regulations  as  the  government  may  impose  in  the  pub- 
lic interest,  and  for  the  public  security.  .  .  .  No 
persons  can  make  themselves  a  body  corporate  and  po- 
litic without  legislative  authority.  Corporate  capacity 
is  a  frandlise."*  The  State  in  its  political  capacity  is 
the  holder  of  all  franchises  in  trust  for  the  public  wel- 

•Per  J.  Bradley,  in  127  U.  S.  1,  40. 
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fare;  and  when  it  makes  a  grant  of  any  part  of  such 
franchises  it  does  not  lose  its  ppwer  of  control  to  see 
that  the  powers  granted  shall  be  exercised  in  adyanc- 
ing  the  public  welfare.  This  is  an  essential,  though  im- 
plied, condition  of  the  grant,  if  not  conformed  to  the 
State  may  resume  its  powers  and  annul  the  grant  as 
for  a  condition  broken. 

The  right  to  be  and  act  as  a  corporation,  mainly  based 
upon  historical  reasons,  is  considered,  and  wisely  so, 
OS  a  right  or  privilege  of  public  concern.  This  is  true 
even  though  the  business  to  be  done  is  of  a  private  na- 
ture, such  as  refining  sugar  or  oil.  The  business  is  neither 
more  nor  less  public  than  if  done  by  individuals  in  their 
private  capacity,  but  the  privilege  consists  in  bringing 
into  existence  and  using  in  the  business  the  valuable,  ef- 
ficient, impersonal,  and  in  many  ways  less  responsible 
agency,  known  as  the  corporation;  this  is  the  matter  of 
public  concern,  which  the  State  having  created,  from  the 
plentitude  of  its  power,  for  the  public  good,  is  bound  to 
see  to  it  that  its  creation  shall  be  so  environed  that  it 
does  not  work  harm  instead  of  good.  The  control  can 
only  be  exercised  through  the  franchise  which  is  the  life 
of  the  corporation. 

Corporate  franchises  are  frequently  said  to  be  primary 
and  secondary.  The  primary  frandiise  is  the  privilege 
to  be,  exist  and  act  as  a  corporation;  while  the  secondary 
franchises  are  such  other  powers  and  privileges,  as  the 
right  to  take  property  by  eminent  domain,  and  the  like, 
as  may  be  conferred  upon  the  corporation,  for  particular 
purposes  or  reasoni. 
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Sec.  1204.  EXAMPLES  SHOWING  WHEN 
A  CORPORATION  IS  CONSIDERED  AS  A 
PERSON,  A  COLLECTION  OF  PERSONS,  A 
FRANCHISE. — For  most  purposes  a  corporation  is 
considered  a  person  or  entity;  thus,  it  has  rights  of  prop- 
erty and  reputation  protected  at  Common  Law,  and  un- 
der constitutional  provisions,  very  much  as  natural  per- 
sons; it  has  duties  arising  from  its  charter  and  charged 
upon  it  by  the  Conunon  Law;  it  is  entitled  to  tiie  benefit 
of  statutes  conferring  rights  or  placing  obligations  upon 
citizens,  though  not  specifically  named.  But  corpora- 
tions are  held  not  to  be  citizens  entitled  to  the  benefit 
of  the  provision  of  the  federal  constitution  that  "the  cit- 
izens of  each  State  shall  be  entitled  to  all  the  privileges 
and  immunities  of  citizens  in  the  several  States,"  nor 
within  the  meaning  of  the  constitutional  provision  that 
no  State  shall  deny  to  any  person  within  its  jurisdiction 
the  equal  protection  of  its  laws.*  They  are  citizens 
within  the  meaning  of  the  acts  of  Congress  defining  the 
jurisdiction  of  the  federal  courts.  As  regards  the  own- 
ership of  its  property  a  corporation  is  a  person,  the  prop- 
erty belongs  to  it  and  not  to  its  members;  it  is  held  and 
conveyed  in  the  corporate  name  and  not  in  the  name  of 
its  members,  so  suits  must  be  brought  by  and  against  it 
in  the  corporate  name. 

A  corporation  may  be  considered  as  a  collection  of 
persons  from  the  fact  that  in  the  management  the  ma^ 
jority  controls.    So,  when  justice  requires,  the  corporate 

•Ducat  V.  City  of  Chicago,  48  111.  172;  Tatem  v.  Wright,  «S 
N.  J.  L.  4fS9;  Pembina,  etc.,  Co.  v.  Peimsjlvania,  126  U.  S. 
181;1S6U.  S.  114. 
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entity  wiU  be  ignored,  and  the  rights,  duties  and  obliga- 
tions of  the  composing. members  considered;  thus,  in 
matters  relating  to  the  changing  of  the  constitution;  in 
determining  the  rights  of  the  members  among  themselves 
in  equity;  in  cases  where  corporate  sins  result  from  the 
concerted  but  apparently  individual  acts  of  members,  or 
where  the  corporate  entity  or  organization  is  used  as  a 
cloak  to  aid  in  the  perpetration  of  a  fraud,  the  courts 
will  disregard  the  corporate  personality  and  look  back 
of  it  to  the  members.*  But  the  entity  wiH  be  regarded 
rather  than  the  membership  in  determining  the  situs  of 
the  corporation  property  for  taxation,  registry,  and  the 
like.t 

A  corporation  is  considered  as  a  franchise  in  its  re- 
lation to  the  State,  with  respect; — (a)  to  the  methods 
by  which  the  State  retains  control  over  it,  as  by  the  writs 
of  scire  facias  and  quo  warranto;  (b)  to  its  incapacity 
to  alienate  its  franchise  without  the  consent  of  the  State. 
These  result  from  the  principle  that  the  primary  fran- 
chise is  granted  by  the  State  to  a  corporation  upon  the 
implied  condition  that  the  grantees  will  faithfully  carry 
out  the  piu^oses  for  which  it  was  formed.  A  corpora- 
tion will  also  be  regarded  as  a  franchise  in  that  (c)  its 
franchise  will  be  considered  property  for  the  purpose  of 
taxation  by  tiie  State;  (d)  the  State  is  unable  to  change 
the  franchise  or  charter  without  the  consent  of  its  mem- 


•People  v.  Sugar  Refining  Co.,  121  N.  Y.  582;  State  v. 
Standard  Oil  Co.,  49  Ohio  St.  187;  80  N.  E.  279. 

tQueen  v.  Amaud,  16  Law  J.  C.  L.  60;  Smith  v.  Hurd,  12 
Met,  871. 
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bers;  and  (e)  from  the  inability  of  the  majority  to 
change  the  constitution  of  ihe  corporation  without  the 
consent  of  all  the  members.  These  last  three  being  based 
on  the  doctrine  that  a  franchise  once  granted  and  ac- 
cepted, becomes  a  vested  property  right  in  the  members^ 
of  which  they  cannot  be  deprived  without  their  consent. 
Sec.  1205.  CORPORATION  DISTINGUISHED 
FROM  PARTNERSHIP,  JOINT  STOCK  COM- 
PANIES, ETC.— A  corporation  differs  from  a  part- 
nership:— 

1.  In  origin, — the  idea  of  a  corporation  being  trace- 
able to  the  public  law  of  Rome;  while  that  of  partner- 
ship was  derived  from  the  customs  of  merdiants  in  Eng- 
land and  on  tlie  Continent  and  from  Roman  traders.* 

2.  In  creation, — ^since  a  corporation  can  only  be  cre- 
ated by  express  authority  of  the  State,  a  partnerships 
by  mere  contract  of  the  parties. 

8.  In  franchise, — a  corporation  having  a  frandiise, 
a  partnership  none. 

4.  In  management, — r  corporation  is  managed  only 
through  its  duly  authorized  officers  and  agents;  in  a 
partnership,  each  partner  or  member  may  act  for  the 
firm. 

6.    In  powers, — ^the  corporation  can  lawfully  e^cer- 

•For  the  history  of  corporations,  see,  S  Kent,  Com.  268;  1 
Wat.  Corp.  Sec.  11 ;  1  Pollock  &  Maitland  Hist.  Com.  Law,  469. 
Bodies  politic  similar  to  corporations  are  traceable  as  far  bapk 
as  the  time  of  Cicero,  and  even  to  the  laws  of  Solon  of  Athens, 
who  lived  500  years  previous.  Foih.  Fanel  of  Just,  book  8,  p. 
109;  Dig.  ]jh.  8,  tit.  4a. 
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cise  no  powers  except  those  expressly  conferred  or  neces- 
sarily implied  from  those  granted,  and  its  powers  can- 
not be  enlarged  except  by  the  consent  of  the  State;  the 
manb^rs  of  a  partnership  may  do  anything  by  mutual 
agreement  which  is  not  unlawful. 

6.  In  duration, — ^the  corporation  is  perpetual  unless 
expressly  limited,  and  is  not  affected  by  the  death,  resig- 
nation or  insolvency  of  its  members ;  while  either  of  these 
dissolve  a  partnership. 

7.  In  ownership  of  property, — the  title  to  all  prop- 
erty is  in  the  corporation;  that  of  the  partnership  is  in 
the  members,  who  are  considered  part  owners. 

8.  In  litigation, — ^a  corporation  sues  in  its  corporate 
name;  the  partnership  in  the  name  of  its  members. 

9.  In  the  transfer  of  interest, — ^which  has  no  effect 
on  the  corporation;  but  the  transfer  of  a  member's  in- 
terest in  a  partnership  dissolves  the  firm. 

10.  In  liability  of  members, — in  the  absence  of  stat- 
ute, members  of  a  corporation  are  not  liable  beyond  the 
amount  of  their  shares ;  while  in  4  partnership  each  mem- 
ber is  liable  to  the  fuH  extent  of  the  firm  debts. 

11.  In  dissolution, — a  corporation  can  be  rightly  dis- 
solved only  by  or  with  the  consent  of  the  State;  part- 
ners may  dissolve  at  any  time. 

12.  In  theory  of  existence, — a  corporation  is  a  legal 
entity;  a  pairtnership  is  not  so  considered  in  law,  except 
in  certabi  cases. 

Corporations  and  Joint  Stock  Companies.  A  joint 
stock  company  is  sometimes  said  to  be  a  partnership 
with  many  of  the  powers  of  a  corporation.    It  is  an  evo- 
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lution  of  partnership  law,  excluding  some  of  the  in- 
cidents of  a  partnership,  as  the  non-transferability  of 
shares,  and  the  authority  of  a  partner  to  bind  all  the 
others,  these  being  excluded  by  the  contract  or  statute 
under  which  it  is  formed.  While  it  can  be  formed,  as 
between  the  members  themselves  or  the  members  and 
those  who  deal  with  it  with  fuH  knowledge,  merely  by 
contract,  such  formation  without  express  authority  does 
not  exclude  the  partnership  liability  to  those  who  have 
no  knowledge  of  the  facts.  All  presumptions  are  in  fa- 
vor of  the  partnership  liability  and  can  be  excluded  only 
by  express  statutory  provision  or  actual  knowledge  by 
the  party  dealing  with  it.  They  are  usually  authorized 
by  statute,  with  transferable  shares,  and  managed  by  a 
board  of  directors.*  The  presiunptions  of  corporation 
law  are  exactly  the  reverse,  there  being  no  individual 
liability  of  the  members  unless  created  expressly  by  the 
statute.  Joint  stock  companies  have  no  franchise  and 
are  not  considered  legal  entities  as  are  corporations. 

Corporation  and  Fraternity  or  Stock-Exchange.  An 
unincorporated  society  resembles  a  partnership  more 
nearly  than  a  corporation;  they  are  not  legal  entities, 
and  hence  those  who  claim  to  be  agents  of  suc^  an  in- 

^Joint  stock  companies  are  formed  solely  bj  agreement  be- 
tween the  associates,  and  rest  upon  their  common  law  right  to 
contract  with  each  other,  and  are  not  dependent  upon  a  license 
or  charter  from  the  state  as  is  the  case  with  corporations.  They 
are  merely  a  peculiar  sort  of  partnership.  Atty.  Gen.  v.  Ins. 
Co.,  121  Mass.  524;  Hedge's  Appeal,  68  Pa.  St.  278;  Bumes 
V.  Pennell,  2  H.  L.  Cas.  520;  Taft  v.  Ward,  106  Mass.  518; 
People  V.  Coleman.  188  N.  Y.  279. 
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stitution  hind  only  themselves  and  those  who  authorized 
them  to  act.  The  members  are  not  authorized  to  act 
for  one  another  as  in  partnerships. 

Corporations  and  Cost-Book  Mining  Companies. 
By  custom  of  miners  there  has  grown  up  an  unincor- 
porated association  that  is  quite  like  a  joint  stock  com- 
pany, m  which  the  shares  are  transferable  without  af- 
fecting the  continued  exisi;ence  of  the  association,  and 
only  those  especially  appointed  have  authority  to^  bind 
the  others,  otberwijse  partnership  ruHes  apply. 

Syndicates.  These  are  in  fact  temporary  partner- 
ships organized  for  a  particular  transaction,  such  as  to 
purdiase  or  subscribe  for  a  large  amount  of  stock  in  a 
corporation  to  be  formed,  so  ajs  to  insure  the  completion 
of  the  proposed  scheme.  As  soon  as  the  special  transac- 
tion is  completed  the  syndicate  terminates,  and  is  gov- 
erned substantially  by  partnership  rules. 

Corporations  and  State  Institutions.  There  are  in 
many  States  institutions  as  State  universities,  asylums, 
penitentiaries,  and  the  like,  managed  by  boards  created 
by  law,  and  appointed  by  the  governor  or  elected  by  the 
ekctors.  These  are  frequently  called  corporations  of  a 
public  kind.  In  some  States  they  are  not  considered  as 
corporations,  though  possessing  corporate  powers,  and 
as  State  institutions  are  subject  to  modification  at  the 
will  of  the  State,  without  violating  the  constitutional 
prohibition  against  impairing  the  obligation  of  contract. 

Sec.  1206.  TESTS  OF  CORPORATE  EXIST- 
ENCE. — In  many  cases  it  is  difficult  to  determine 
.whether  a  particular  institution  is  a  corporation  or  not. 
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The  following  tests  have  been  suggested: — (a)  In  a  cor- 
poration the  individuals  composing  the  corporate  bqdy 
are  merged  into  one  separate  and  distinct  artificial  en- 
tity or  personality,  (b)  If  there  has  been  legislative  in- 
tent to  careate  a  corporation  this  will  control  in  the  creat- 
ing State  but  not  necessarily  elsewhere,  (c)  There  are 
certain  attributes  and  incidents  essential  to  the  exist- 
ence of  every  corporation  which  serve  as  distinguishing 
characteristics  or  ear  marks;  these  are;  to  have  continu- 
ous succession,  under  a  special  name,  and  in  an  artificial 
form,  without  being  subject  to  dissolution  or  change  of 
identity  by  the  death,  resignation  oar  legal  disability  of 
members;  to  take  and  grant  property  and  contract  obli- 
gations, sue  and  be  sued  in  the  corporate  name,  and  to 
receive  other  grants  and  privileges  and  enjoy  them  in 
conunon.  In  foreign  jurisdictions,  the  powers  conferred 
rather  than  the  legislative  declaration  wiU  control  in  de- 
termining the  existence  of  the  corporation.  The  word 
"corporation"  or  "incoqwrate"  need  not  be  used  in  its 
creation.* 

Sec.  1207.  CLASSIFICATION  OF  CORPOR- 
ATIONS.— Corporations  may  be  classified  as  follows: 

1.  According  to  their  membership,  they  are  sole  or 
O'ggregate.  In  a  sole  corporation  there  can  be  but  one 
member  at  a  time;  corporations  aggregate  are  composed 
of  more  than  one  m^hber  at  a  timet 

•Thomas  v.  Dakin,  22  Wend.  9;  Sutton's  Hospital  Case,  10 
Coke,  23a;  10  B.  &  C.  349;  44  Cal.  440;  10  Wall.  666. 

fThe  sovereign  of  England  has  always  been  regarded  as  a 
corporation  sole,  because  of  the  office  which  is  clothed  with 
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2.  As  to  their  object  or  purpose,  corporations  are 
ecclesiastical  or  religious,  and  lay;  which  latter  are  elee- 
mosynary and  civil. 

An  ecclesiastical  or  religious  corporation  was  one  com- 
posed of  spiritual  persons,  clothed  with  spirituii;l  juris- 
diction, as  opposed  to  temporal,  and  subject  to  control 
by  the  church  authorities.  They  do  not  exist  in  this  coun- 
try, as  the  State  cannot  confer  such  jurisdiction,  having 
none  itself.  So  that  religious  corporations  are  with  us 
of  a  civil  kind,  formed  to  manage  the  temporalities  of  a 
cburdi.  All  other  than  ecclesiastical,  were  lay  corpora- 
tions, organized  for  various  secular  purposes,  and  were 
divided  into  eleemosynary  or  charitable,  formed  to  dis- 
tribute the  charity  of  their  founders;  and  dvil,  which 
were  for  any  other  lay  purpose. 

8.  In  relation  to  the  State  authority,  corporations 
are  pvblic,  quasi-public  and  private. 

Public  corporations  are  such  as  are  created  for  the 
purpose  of  government  and  the  management  of  public 
affairs,  as  cities  and  villages,  and  banks  and  hospitals, 
founded  by  the  State  and  managed  by  it  for  govemmen-* 
tal  piu^oses.    Quasi-public  corporations  are  really  pri- 


perpetuity;  so  a  bishop,  dean,  parson  and  vicar  are  given  as 
examples  of  corporations  sole  in  England.  In  America  there 
has  been  but  one  corporation  sole  created  by  a  state  legislature 
and  that  in  the  case  of  the  Roman  Catholic  Archbishop  of  Chi* 
cago,  Illinois ;  though  a  governor  of  a  state  has  been  held  to  be 
a  quasi-sole  corporation,  also  a  minister  of  a  parish,  as  to  parish 
holdings  might  be  so  considered.  1  Bl.  Com.  469 ;  2  Kent,  Com. 
87S;  Weston  v.  Hunt,  2  Mass.  600;  Terrett  v.  Taylor,  9 
Cranch  48;  McCloskcy  v.  Doherty,  80  S.  W.  649. 
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14  PRIVATE  CORPORATIONS. 

vate  corporations,  but  on  account  of  their  public  func- 
tions are  subject  to  supervision  by  the  State,  a  railroad 
company  is  an  example  of  such  a  corporation.  Private 
corporations  are  such  as  are  created  for  private  benefit 
of  the  members  and  which  does  not  involve  any  pecul- 
iarly public  purpose,  as  manufacturing,  banking,  etc.* 

4.  Civil  corporations  are  again  divided  into  stock 
and  nonstock  corporations,  as  regards  the  method  of 
acquiring  membership  therein.  In  a  stock  corporation 
the  ownership  of  stock  or  shares  entitles  such  owner  to 
membership.  In  non-stock  corporations  membership  is 
acquired  by  election  or  complying  with  the  corporate 
constitution  or  by-laws. 

5.  As  to  completeness  of  corporate  existence,  cor- 
porations are  said  to  be  pure  and  perfect,  and  quasi  or 
imperfect.  The  first  having  all  the  powers  of  self -man- 
agement incident  to  corporations  at  Common  Law,  and 
the  latter  having  only  a  part  of  such  powers;  thus  a 

*It  does  not  require  very  fundamental  reasoning  to  discover 
that  all  corporations  are  really  public  or  quasi-public,  and  that 
the  state,  by  which  we  mean  the  whole  people,  are  vitally  inter- 
ested in  every  one  of  them,  whether  formed  to  run  a  grocery 
store,  refine  oil,  operate  a  railroad,  or  govern  a  city.  Society 
has  now  become  so  complex,  and  the  division  of  labor  so  comr 
plete,  tkat  the  performance  of  every  act  towards,  housing,  feed- 
ing, clothing,  supplying^  amusing,  as  well  as  iastructing,  trans- 
porting and  governing  its  variou«  units  hecgm^  of  importance 
to  the  state,  or  body  politic,  and  must  be  supervised  by  the  body 
politic,  if  not  actually  managed  by  it,  if  society  is  to  be  pre- 
served from  the  monarchical  inclined  individuals  and  associations 
who  delight  to  prey  upon  it. 
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municipal  corporation  is  an  Dlustration  of  the  first,  and 
a  county  or  township  of  the  latter. 

6.  As  to  the  validity  of  cori)orate  existence,  corpora- 
tions are  classified  as  de  jure,  de  facto,  and  by  estoppel. 
A  de  jure  corporation  is  one  fully  and  perfectly  organ- 
iced  in  conformance  to  law,  and  whose  right  to  exercise 
corporate  powers  is  invulnerable  by  any  one.  A  de  facto 
corporation  is  one  whose  existence  is  invulnerable  against 
any  one  except  the  State  in  a  direct  quo  warranto  pro- 
ceeding. A  corporation  by  estoppel  is  one  which  has  no 
legal  existence  except  as  against  some  one  who  is 
estopped  from  denying  its  existence. 

It  is  with  the  law  pertaining  to  private  corporations 
that  we  are  now  concerned. 

Sec  1208.  AUTHORITIES  ON  LAW  OF  PRI- 
VATE  CORPORATIONS.— There  are  many  writ- 
ers on  corporate  law,  some  dealing  with  corporations 
generally,  others  with  private  corporations,  and  some 
with  special  features  of  corporate  law  only.  Among  the 
earliest  standard  authorities  may  be  mentioned  Angell 
&  Ames'  work  on  Corporations,  which  has  reached  its 
eleventh  American  edition.  Morawetz's  work  on  Private 
Corporatioins  is  a  standaid  work  and  has  been  re-edited. 
Beach's  Private  Corporations  is  also  a  standard  two- 
volume  work  of  recent  date;  other  authors  of  books  on 
corporations  are  Cook,  Elliott,  Clark,  Field  and  Abbott. 
The  subject  of  corporations  is  also  ably  presented  in  the 
second  edition  of  the  American  and*  English  Encyclo- 
pedia  of  Law,  and  there  are  numerous  books  giving  lead- 
ing cases  on  the  law  of  corporations. 
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CHAPTER  II. 

CREATION  OF  COEPORATION8. 

Sec.  1208a.  CREATION  OF  A  CORPORA- 
TION IN  GENERAL.— A  corporation  is  created 
through  the  joint  act  of  the  State  and  individuals, 
usually  designated  incorporators  or  promoters.  The 
promoters  or  incorporators  apply  to  the  State  for  the 
privilege  of  becoming  incorporated  themselves,  or  of 
forming  a  corporation  out  of  other  individuals,  groups 
of  individuals,  or  associations  or  corporations.  Having 
secured  permission  these  promoters  provide  for  the  or- 
ganization of  the  corporation,  which,  when  organized, 
puts  an  end  to  the  functions  of  the  promoters,  and  be- 
comes a  distinct  entity.  The  members  or  subscribers  to 
the  stock  contribute  the  capital,  elect  directors  and  of- 
ficers and  take  general  control  of  the  corporate  affairs; 
the  management  and  operation  of  the  corporation  when 
fully  organized  devolves  upon  the  directors  and  officers. 

In  the  creation  or  insftitution  of  a  corporation  the  fol- 
lowing steps  must  be  taken:  1.  A  grant  of  authority 
or  charter  must  be  obtained  from  the  State  or  sovereign 
power.  2.  The  grant  from  the  State  must  be  accepted 
by  the  corporators.  8.  An  agreement  between  the  cor- 
porators and  the  corporation. 

Sec.  1209.  THE  STATE'S  FUNCTIONS- 
POWER  TO  CREATE.— The  power  to  create  a  cor- 

16 
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poration  is  an  incident  of  sovereignty,  and  so  does  not 
have  to  be  conferred  by  constitutional  provision.*  And 
this  sovereign  consent  is  essential;  no  other  power  can 
rightfully  create  a  corporation.  None  but  the  sovereign 
authority  can  create,  and  none  but  it  can  take  away  the 
franchise  to  be  a  corporation. 

Sec.  1210.  SAME  SUBJECT  —  EVIDENCE 
OF  THE  SOVEREIGN'S  CONSENT.— The  con- 
sent of  the  State  or  sovereign  may  be  evidenced  in  one  of 
four  ways: — 1.  By  King's  Charter.  2.  By  Common 
Law.  8.  By  prescription.  4.  By  legislative  act.  Thus 
Lord  Coke  says  that  the  essentials  of  incorporation  are, 
— ^persons  to  be  incorporated;  a  name  by  whidi  they  are 
incorporated;  of  a  certain  place,  and  sufficient  words, 
and  while  ihe  words  "incorporate,"  "found,"  "erect,"  or 
"create,"  are  generally  used,  they  are  not  imperative  or 
essential,  since  any  words  tfaait  indicate  an  intention  to 
create  are  sufficient.! 

1.  By  King's  Charter.  In  England  under  the  Com- 
mon Law,  the  usual  method  of  creating  a  corporation 
was  by  King's  charter,  and  this  power  still  exists  in  the 
King,  and  is  sometimes  exercised,  particularly  in  creat- 
ing corporations  for  establishing  colonies.  But  by  the 
development  of  the  powers  of  Parliament  the  King's 
prerogative  became  limited,  and  now  the  right  to  incor- 
porate is  usually  given  by  Act  of  Parliament  to  which 


♦State  V.  Bradford,  82  Vt.  60;  Bridge  Co.  v.  Wood,  14  Ga. 
80,  81  Pa.  St.  9;  McCuflough  v.  Maryland,  4  Wheat.  816. 

fRiyer  Tone  v.  Ash,  10  B.  &  C.  S49;  Bow  v.  Allenstown,  84 
N.  H.  861. 
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18  PRIVATE  CORPORATIONS. 

the  King's  consent  is  essential.  The  King  is  unable  tc 
create  a  corporation  with  a  monopoly  of  the  power  of 
imprisonment^  or  jurisdiction  contrary  to  the  Conunon 
Law.*  Private  business  corporations  are  now  organized 
under  the  general  law  called  the  Companies  Act  of  1862, 
and  since  amended.  Public  service  companies  require 
a  special  act  of  Parliament,  and  are  incorporated  only 
after  investigation  and  report  of  their  necessity. 

2.  Corporate  Creation  by  Common  Law.  The  State 
and  the  nation  in  their  organized  capacity,  are  them- 
selves corporations;  so^  also,  the  King,  the  bishop,  and 
executive  officers  generally,  in  their  official  capacity,  are 
considered  corporations  sole,  in  ^England.  They  are  not 
incorporated  in  the  ordinary  sense^  but  the  Common 
Law  holds  these  to  be  corporations  so  far  as  necessary 
to  enable  their  functions  to  be  performed  without  break, 
in  case  of  death  or  removal;  that  is,  the  office  or  state 
endures,  tiiough  the  office  holder  dies,  or  according  to 
the  Common  Law  maxim,  "the  King  never  dies."  Per- 
haps these  are  corporations  by  prescription. 

8.  Corporate  Existence  by  Prescription.  At  Com- 
mon Law  when  a  corporation  could  show  that  it  has  ex- 
ercised corporate  powers  for  a  long  period  of  time,  its 
right  to  be  a  corporation  could  not  be  questioned  by  any 
one  except  the  State  or  King.  The  Common  Law  in- 
dulged the  presiunption  that  the  proper  charter  had 
once  been  granted  but  through  Uie  lapse  or  accidents  of 
time  had  been  lost.    The  corporation's  right  to  exist  was 

♦1  Kyd  on  Corp.  61 ;  The  Companies  Act,  25  &  26  Vict.,  c. 
89;  1  BL  Com.  474. 
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then  said  to  be  by  prescription.  In  America^  in  the  case 
of  public  corporations,  the  same  presumptions  are  made, 
but  it  has  been  said  that  they  will  not  be  made  in  case 
of  private  corporations.* 

4.  Creation  by  Legislative  Act.  In  England,  as  the 
King  was  the  supreme  executive,  he  was  the  holder  of 
all  the  franchises  of  the  commonwealth,  and  his  consent, 
at  lea^  nominally,  was  essential  to  the  creation  of  any 
corporation.  In  the  United  States,  the  legislative  bodies 
are  the  custodians  of  the  State's  franchises,  and  hence  no 
corporation  can  be  created  without  legislative  consent. 
This  power  inheres  in  our  general  legislative  bodies,  and 
is  exclusive,  and  plenary  as  to  time,  place,  method  and 
purpose,  unless  limited  by  constitutional  provisions,  or 
by  the  nature  of  legislative  power  or  franchise.  The 
power  cannot  be  delegated  in  the  United  States,  under 
the  maxim,  delegatus  delegare  non  protest  A 

Sec.  1211.  SAME  SUBJECT  —  FORM  IN 
WHICH  THE  LEGISLATIVE  AUTHORITY 
IS  EXERCISED.— The  legislative  authority  may  be 
exercised  in  the  following  forms,  when  the  constitution 
of  the  State  does  not  prevent:  1.  By  special  act.  2. 
by  general  act.  8.  By  implication.  4.  By  consolida- 
tion. 

1.    By  Special  Act.    Until  about  1840  this  was  the 


*1  Bl.  Cbm.  478;  Kyd  on  Corp.  40;  Greene  v,  Dennis,  6 
Conn.  298;  34  N.  H.  861;  Am.  &  Eng.  Encyc.  Law  (Sd  ed.), 
voL  7,  p.  646. 

fEx  parte  Bums,  1  Tenn.  Ch.  88;  State  v.  Armstrong,  8 
Sneed,  Tenn.  634. 


Digitized  by 


Google 
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usual  method  of  creating  corporations  in  the  United 
States,  and  to  a  great  extent  in  England.  The  special 
art  conferring  a  franchise  or  charter  was  usually  enacted 
at  the  instigation  and  under  the  influence, — ^which  might 
be  good  or  bad, — of  those  who  wished  to  become  incor- 
porated, and  would  have  such  powers  and  privileges  as 
the  whim  or  caprice  of  the  promoters  and  the  legislature 
diotated.  Thus  there  were  corporations  of  like  kind  and 
purpose  with  entirely  different  organizations  and  pow- 
ers. The  various  special  acts  were  enrolled  as  laws,  and 
proved  by  duly  exemplified  copies. 

2.  By  General  Act.  The  creation  of  corporations 
by  general  act  is  supposed  to  have  been  employed  in 
Rome,  but  the  first  general  law  in  England  was  in  the 
trnie  of  Lord  Coke,  and  provided  for  the  erection  of 
hospitals,  and  was  not  extended  to  other  corporations. 
After  the  promulgation  of  the  political  views  that  all 
men  were  entitled  to  equal  rights,  and  by  reason  of  the 
great  and  manifest  injustice  of  special  acts,  a  popular 
demand  for  equal  privileges  and  general  laws  as  to  the 
creating  of  corporation  to  prevent  the  legislative  job- 
bery incident  to  the  grant  of  franchise  arose.  It  waa 
proposed  to  have  one  general  and  uniform  law  for  the 
creation  of  corporations,  which  any  dass  of  persons 
might  use  by  complying  with  the  requirements  laid  down« 
In  1798  sudi  a  general  law,  with  easy  and  simple  require- 
ments, was  passed  by  Pennsylvania  as  to  diiu*ches.  Mas- 
saichusetts  provided  such  a  law  for  manufacturing  cor- 
porations in  1807.  New  York  followed  with  a  similar 
law  in  1811,  and  by  1840  nearly  every  State  had  such  a 


Digitized  by 


Google 


CREATION  OF  CORPORATIONS.  «1 

general  law  for  one  or  all  classes  of  corporations.  In 
1848  the  State  of  Loinsiana  put  in  her  constitution  that 
corporations  shouM  not  be  created  by  special  act,  but 
only  under  general  laws;  the  other  States  have  adopted 
similar  provisions,  so  that  at  present  almost  every  State 
has  such  a  provision  in  its  constitution.  It  is  usual  in 
these  provisions  to  reserve  to  the  Sbate  the  right  to 
amend  or  repeal  any  of  these  grants.* 

8.  By  Implication.  Where  rights  and  powers  are 
granted  to  an  association  of  persons,  and  there  is  no 
mode  by  which  such  rights  and  powers  can  be  enjoyed 
or  exercised  without  acting  as  a  corporation,  such  an  as« 
sociation  is,  by  implication^  held  to  be  a  corporation  to 
the  extent  necessary  to  make  such  rights  and  powers 
available. 

4.  By  Consolidation.  The  legislature  by  general 
law,  or  si>ecial  act,  where  the  State  constitution  does  not 
forbid,  may  provide  for  the  formation  of  one  corporation 
out  of  two  or  more  existing  corporations,  and  this  is 
laiown  as  consolidation  or  amalgamation. 

Sec.  1212.  SAME  SUBJECT— LIMITS  IN 
LEGISLATIVE  AUTHORITY.— The  limits  upon 
legislative  authority  are  such  as  arise:    1.  From  the  na- 

♦It  has  been  held  that  the  general  kws,  and  articles  of  in- 
corporation adopted  in  pursuance  of  such  general  laws,  con- 
stitute the  charter  of  the  corporation.  Shoe  Mfg.  Co.  v.  Shel- 
don, 44  Neb.  279;  Van  Etten  v.  Eaton,  19  Mich.  187.  Such 
general  laws  passed  by  the  legislatures  in  pursuance  of  consti- 
tutional provisions  are  now  too  well  settled  to  be  attacked  on 
the  ground  of  unconstitutionality.  Falconer  v.  Campbell,  S 
McLean  (U.  S.)  195;  Bridge  Co.  v.  Wood,  14  Ga.  80. 
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ture  of  legislative  authority.  2.  From  the  nature  of  a 
franchise.  8.  From  constitutional  limitations  or  pro- 
visions. 

1.  From  the  Nature  of  Legislative  Authority.  In 
the  United  States  the  legislatures  are  held  to  have  dele- 
gated autiioiity,  and  not  original  authority,  and  this 
delegated  authority  cannot  be  re-delegated  to  others, 
since  it  is  regarded  as  a  discretionary  power,  but  this 
limitation  does  not  prevent  the  passing  of  a  general  law 
providing  for  the  creation  of  corporations  by  complying 
with  the  specific  terms,  and  directing  an  executive  officer 
to  certify  to  the  fact  that  compliance  bas  been  made.  A 
real  exception  appears  to  exist,  to  this  rule,  in  that  Con- 
gress has  the  power  to  delegate  to  the  territorial  legisla- 
tures the  power  to  create  corporations. 

2.  From  the  Nature  of  the  Franchise.  It  is  against 
the  liberty  of  the  Common  Law  to  thrust  even  a  benefit 
upon  an  individual  without  his  consent,  so  that  the  State 
is  unable  to  incorporate  into  a  private  corporation  any 
person  who  does  not  consent  to  be  a  member.  But  this 
rule  does  not  apply  to  public  or  municipal  corporations. 

8.  Constitutional  Limitations.  The  constitutional 
limitations  upon  the  power  of  the  State  and  legislatures 
to  create  corporations  are  to  be  found  in  the  federal  con- 
stitution and  the  State  constitutions. 

Sec.  1218.  SAME  SUBJECT  —  FEDERAL 
CONSTITUTIONAL  RESTRICTIONS  ON 
STATE  LEGISLATURES.— There  are  no  express 
limitations  in  the  federal  constitution,  but  there  is  the  im- 
plied limitation  that  no  State  can  create  corporations 
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and  confer  upon  them  such  powers  as  would  prevent  the 
exercise  of  such  exclusive  or  concurrent  power  as  Con- 
gress has  over  the  subject  And  no  State  can  create  a 
corporation  for  a  purpose  that  is  expressly  or  impliedly 
prohibited  by  the  constitution.  (McCuUough  v.  Mary- 
land, 4  Wheat  816.) 

Sec.  1214.  SAME  SUBJECT— STATE  CON- 
STITUTIONAL LIMITATIONS.— The  most 
usual  constitutional  limitation  is  that  the  legislature  shall 
pass  "no  special  act  creating  corporations,"  or  "confer- 
ring corporate  powers"  and  requiring  that  they  shall 
provide  by  general  law  for  the  creation  of  corporations, 
and  that  all  such  laws  shall  be  subject  to  amendment  or 
repeaL 

By  the  weight  of  authority  "creating  corporations" 
and  "conferring  corporate  powers"  are  equivalent  ex- 
pressions, although  some  cases  hold  that  after  a  corpora- 
tion is  once  created  under  a  general  law,  other  or  special 
porwers  can  be  conferred  upon  it  by  special  act.*  Such 
provisions  do  not,  however,  prevent  the  classification  of 
corporations  upon  some  reasonable  basis,  and  the  mak- 
ing of  provisions  for  the  creation  of  these  different 
classes,  with  varying  powers  and  functions  for  each  class. 

♦Southern  Pac.  R.  Co.  v.  Orton,  6  Sawy.  (U.  S.)  167; 
Wiley  V.  Bluffton,  111  Ind.  168;  State  v.  Railroad  Co.,  48  Mo. 
468;  Atty.  Gen.  v.  Ins.  Co.,  82  N.  Y.  172.  Contra,  State  v. 
Cincinnati,  20  Ohio  St.  18;  McGregor  v.  Baylies,  19  Iowa  48. 
The  constitutions  of  Colorado,  Illinois,  and  Nebraska,  expressly 
forbid  acts  extending,  altering,  amending  any  charter  or  fran- 
chise already  in  force,  with  the  exception  of  certain  corporations 
of  a  public  character. 
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A  law  which  relates  to  a  dass  of  persons  or  things  is  gerir 
eral;  whfle  a  law  relating  to  particular  persons  or  things 
in  a  class  is  special.  Other  constitutional  provisions 
sometimes  require  that  no  law  shaU  embrace  more  than 
one  subject,  and  this  shall  be  distinctly  set  forth  in  the 
title;  others  require  the  laws  for  the  creation  of  corpora- 
tions to  receive  a  two-thirds  or  three-fourths  vote  of  the 
legislature. 

Sec  1215.  SAME  SUBJECT— POWERS  OP 
CONGRESS  TO  CREATE  CORPORATIONS.— 
The  Federal  Constitution  neither  expressly  authorizes 
or  forbids  the  formation  of  corporations,  but  from  the 
time  of  the  report  of  Alexander  Hamilton  upon  the  Na- 
tional Bank,  and  the  decision  in  McCuUough  v.  Mary- 
land (4  Wheat.  816)  it  has  been  established  that  Con- 
gress has,  as  incidental  to  its  express  powers,  the  power 
to  create  any  corporation  which  it  deems  necessary  or 
convenient  in  carrying  out  any  of  its  great  substantive 
powers.  It  can  create  a  corporation  as  a  means^  but  not 
as  an  end.  Thus  it  can  create  a  bank,  a  railroad,  bridge, 
turnpike,  telegraph  and  such  like  corporations,  to  be 
located  and  operated  in  any  of  the  States,  either  with 
or  without  the  State's  consent.  Congress  has  now  also 
exercised  this  incidental  power  to  create  a  corporation 
for  building  a  canal  across  the  isthmus  of  Panama.  By 
special  provision,  within  the  territories,  and  the  District 
of  Columbia,  Congress  hat  omlimited  power,  and  hence 
unrestricted  power,  the  same  as  legislatures,  to  create 
corporations.    (Thomp.  Corp.,  Sec  682.) 
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Sec.  1216.  SAME  SUBJECT— POWERS  OP 
TERRITORIAL  LEGISLATURES.— The  power 
to  create  corporations  inheres  in  such  bodies,  subject  to 
the  control  of  Congress.  By  act  of  Congress  it  has  been 
provided  that  corporations  can  be  formed  in  the  terri- 
tories only  under  general  laws,  whidi  are  also  subject  to 
repeal  or  amendment  by  the  territorial  legislature  or  by 
Congress.  When  created,  such  corporations  are  not  af- 
fected by  the  admission  of  the  territory  into  the  Union, 
and  the  adoption  of  a  State  constitution.* 

Sec.  1217.  THE  PROMOTER'S  FUNCTIONS 
—PROMOTERS  DEFINED  AND  CLASSI- 
FIED.— ^A  promoter  is  a  person,  who,  by  whatever 
name  he  may  be  designated,  sets  the  machinery  in  mo- 
tion, procures  the  subscriptions,  directs  the  end,  looks 
after  the  organization,  prepares  the  prospectus,  and  ne- 
gotiates the  agreements  necessary  to  the  formation  and 
creation  of  a  corporation.  For  convenience,  they  may  be 
classified  as:  1.  Statutory,  which  may  also  be  divided 
into  commissioners  under  special  acts  and  incorporators 
imder  general  laws.    2.  Self-constituted. 

1.  Commissioners.  When  corporations  were  formed 
under  special  acts  it  was  customary  to  designate  a  part 
or  all  of  the  applicants,  as  commissioners  to  open  books, 
receive  subscriptions  to  stock,  distribute  the  stock,  call 
a  meeting  for  organization,  and  superintend  such  meet- 
ing. When  this  preliminary  work  was  accomplished  the 
functions  of  the  commissioners  ceased;  their  functions 

•Vincennes  University  v.  State  of  Indiana,  14  How.  (U.  S.) 
«68;  112  U.  S.  414;  Rev.  Stat.  U.  S.  Sec.  1889. 
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were  of  a  public  diswetionary  character,  and  they  were 
regarded  as  standing  towards  the  corporation  and  sub- 
scribers as  trustees.  They  were  permitted  to  subscribe 
to  the  stock  and  exercise  their  discretion  in  making  allot- 
ments of  shares  when  there  was  an  over  subscription. 

Incorporators.  At  present,  under  general  laws,  a  cer- 
tain number  of  persons  are  required  to  sign  and  file  arti- 
cles of  incorporation;  these  persons  are  called  incorpora- 
tors or  corporators,  and  are  usually  directed  or  permit- 
ted to  call  for  subscriptions  to  the  stock  of  the  corpora- 
tion to  be  formed,  call  an  orgamzatioQ  meeting  of  sub- 
scribers, act  as  inspectors  of  the  first  election,  and  cer- 
tify who  are  elected,  and  appoint  a  time  and  place  for 
the  first  directors*  meeting.  The  functions  of  incorpora- 
tors are  about  the  same  as  commissioners  under  special 
acts.  They  may,  or  may  not,  subscribe  for  stock.  Their 
functions  cease  as  soon  as  the  organization  is  complete 
and  the  corporation  launched. 

2.  Self 'Constituted  Promoters.  It  is  not  only  the 
commossianers  and  incorparators  that  are  permrfcbed  to 
organize  oorporationis  as  promoters.  Any  one  who  ac- 
tively undertakes  any  important  step  in  the  creation  of 
a  corporation  is  regarded  as  a  promoter;  thus  a  self- 
appointed  person  may  introduce  the  enterprise  to  capi- 
tal, indicate  possible  profits  and  secure  the  money  to  fi- 
nanoe  the  oorporation.  In  recent  years  the  functions  of 
such  promoters  have  become  important,  especially  in 
consolidating  corporations.  The  steps  usually  taken  by 
them  are:  1.  Securing  options  on  the  stock  or  property 
of  the  association  or  companies  to  be  combined.     2. 
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Financiering  the  new  concern  by  securing  the  money 
necessary  to  complete  tiie  transaction  and  f  umidi  work- 
ing capital.  3.  Organize  the  new  company.  As  soon 
as  options  are  obtained,  a  proposition  is  made  to  some 
financial  house  to  underwrite  the  stock, — ^by  which  is 
meant,  that  the  company  agrees  to  take  it  until  it  can 
be  tmloaded  on  the  public, — of  the  new  corporation,  to 
the  extent  necessary  for  completing  the  transaction;  for 
this  service  the  underwriters  get  a  handsome  commission 
in  stock  of  the  new  company.  As  soon  as  such  agree- 
ment is  made  the  promoter  secures  the  fewest  possible 
persons  necessary  to  incorporate,  with  the  least  possible 
amount  of  stock,  but  with  authority  to  increase  the 
amount  of  the  stock  to  the  sum  desired.  When  the  small 
amount  of  stock  necessary  to  incorporate  is  subscribed, 
the  corporation  is  organized  and  officers  elected.  These 
then  increase  the  stock  as  desired,  authorize  the  issuing 
of  all  of  it  to  the  promoter,  who,  in  consideration  there- 
for, agrees  to  have  conveyances  of  all  the  property  or 
stock  of  the  corporations,  or  companies  upon  which  he 
holds  options  made  to  the  new  corporation;  these  con- 
veyances are  made,  the  promoter  delivers  the  stock  or 
cai^  to  the  old  companies  in  payment,  and  then  after 
paying  the  underwriter  the  allotted  commissions,  usually 
pockets  the  rest  of  the  stock  as  his  charges  for  floating  a 
new  concern  and  assisting  in  watering  its  stock.* 


*The  evil  resulting  from  this  combining  and  consolidation  of 
corporations  is  easily  discernible.  If  a  farmer  wishes  to  sell 
his  farm  or  other  property  he- has  to  take  what  it  will  bring 
from  a  purchaser  who  knows  just  what  he  is  buying;  but  the 
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Sec.  1218.  THE  CORPORATE  CHARTER, 
ITS  GENERAL  NATURE.— The  conception  of  a 
corporation  consists  in  the  offer  and  acceptance  of  a  char- 
ter wherein  are  set  forth  the  terms  and  conditions  upon 
which  the  State  will  permit  individuals  or  associations 
of  individuals  to  exercise  the  franchise  granted  therein. 
It  is  both  a  contract j  resulting  from  the  offer  and  accept- 
ance, or  agreement;  and  a  laWj  conferring  the  powers 
indicated.  As  a  contract  it  is  obligatory,  binding  both 
parties,  and  cannot  be  impaired  by  either  without  the 
consent  of  the  other.  As  a  law  every  person  is  bound 
to  know  its  contents,  under  the  maxim,  that  "ignorance 
of  the  law  excuses  no  one."  If  general,  the  courts  will 
take  judicial  notice  of  it;  if  special,  it  usually  must  be 
pleaded  and  proved.  In  its  first  instance,  however,  the 
charter  or  articles  of  association  is  a  license  for  the  per- 
sons named  therein  to  convert  themselves,  or  other  per- 


system  by  which  corporations  can  issue  stock  without  limit 
against  their  holdings,  regardless  of  their  real  value,  and  put  the 
stock  on  the  public  market,  and  use  a  thousand  and  one  schemes 
to  unload  it  on  an  unsuspecting  public,  is  little  short  of  the 
confidence  man's  scheme.  It  is  advocated  that  publicity  of  their 
affairs  would  remedy  the  evil,  but  if  this  is  the  remedy,  why 
won't  the  same  remedy  apply  to  the  evils  of  gambling  and  the 
like?  The  fact  is,  that  if  the  state  realizes  the  necessity  of 
guarding  certain  individuals  from  the  snares  of  others,  more 
ambitious  or  designing,  it  certainly  must  follow  that  it  is  high 
time  to  take  some  effective  steps  to  curb  the  piratical  acts  of 
trusts,  and  establish  some  safeguards  for  the  people  against  the 
masked  filchers,  whose  proceeds,  swept  up  from  a  single  well- 
managed  combination  amoimt  to  more  than  the  earnings  of  all 
the  gambling  dens  in  a  year. 
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sons,  into  a  corporation  by  organizing  in  compliance  with 
the  rules  and  regulations  indicated.  As  a  contract,  it  is 
made  up  of  an  offer  by  the  State  and  acceptance  by  the 
corporators,  and  if  not  accepted  the  offer  will  lapse. 

Sec  1219.  SAME  SUBJECT— OFFER  AND 
ACCEPTANCE.— The  offer  of  a  charter  may  be  made 
by  the  State  to  persons, — ^as  is  the  case  where  incorpora- 
tion is  by  general  laws; — or  by  persons  to  the  State,  as 
where  special  agents  seciu*e  the  charters.  Acceptance  is 
necessary  to  the  taking  effect  of  the  offer,  but  it  need  not 
be  formal ;  and  can  be  implied  from  acts,  such  as  organiz- 
ing and  acting  under  it.  But  to  be  valid  as  against  the 
State  making  the  offer,  unless  otherwise  expressly  pro- 
vided, the  acceptance  must  be  within  the  State  making  it, 
by  all  to  whom  the  offer  was  made,  and  unconditionally 
according  to  all  its  terms.  Renewals,  extensions,  and 
amendments  must  be  accepted  in  the  same  way.* 

Sec.  1220.  SAME  SUBJECT— WHAT  CON- 
STITUTES THE  CHARTER.— When  the  charter 
was  obtained  from  the  king,  or  by  special  act  of  the 
legislature,  the  instnunent  or  act  comprised  the  char- 
ter, and  set  forth  in  detail  the  name,  powers,  method 
of  acquiring  membership,  management,  and  other  in- 
cidental matters  showing  the  purpose  and  object  of  the 


*Peikin8  ▼.  Sanders,  56  Miss.  78S ;  Atlanta  ▼.  Gras  Light  Co. 
71  Ga.  106;  Smith  v.  Mining  Co.,  20  Atl.  1088;  State  v.  Daw- 
son, 16  Ind.  40;  Rex.  v.  Westwood,  4  B.  &  C.  781;  Bank  v. 
Dandridge,  12  Wheat.  64;  80  Md.  278;  Com.  t.  Cullen,  13 
Pa.  St.  188;  Owen  v.  Purdy,  12  Ohio  St.  78;  Miller  v.  Ins.  Co., 
92  Tenn.  167. 
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corporation  and  fhe  method  of  operating.  Wh^i  the 
incorporation  is  under  general  laws,  articles  of  incor- 
poration or  association  are  required  to  be  entered  into 
and  filed  with  some  public  officer;  the  charter  in  such 
cases  consists  of:  1.  The  provisions  of  the  general  law 
enacted  by  the  legislature  for  the  formation  of  corpora- 
tions. 2.  The  aarticles  of  association  as  filed,  which  must 
be  consistent  with  the  general  law. 

1 .  Provisions  of  the  General  Law.  The  general  law 
for  the  incorporation  of  private  corporations  enumerates 
the  purpose  or  purposes  for  which  corporations  can  be 
formed,  contains  provisions  or  restrictions  as  to  number 
of  incorporators,  provides  for  a  name,  duration,  amount 
of  stock  or  debt,  location  of  offices,  number  and  qualifi- 
cation of  directors  and  officers,  liability  of  members, 
method  of  voting,  notice  of  meetings,  quorum,  and  the 
like.  And  also  make  provision  as  to  the  contents  of 
the  articles  of  incorporation.  These  provisions  must  be 
complied  with.* 

2.  The  Articles  of  Incorporation.  The  general  laws 
usually  require  that  those  who  wish  to  incorporate,  fre- 
quently not  less  than  five  natural  persons  competent 
to  contract,  shall  enter  into  written  articles  of  incor- 
poration, sign  and  acknowledge  the  same,  as  they  would 
a  deed,  and  file  these  articles  with  some  specified  public 
officer,  who  is  to  record  the  same,  if  it  complies  with  the 
law,  and  furnish  a  certified  copy  thereof  under  the  seal 

•Atty.  Gen.  v.  Hanchett,  42  Mich.  486;  Reed  v.  Railway  Co., 
60  Ind.  842;  State  v.  Relief  Assoc.,  29  Ohio  St.  899;  Corey  ▼. 
Morrill,  61  Vt.  698. 
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of  the  state  to  the  applicants;  this  copy,  so  authenticated, 
is  usually  made  prima  fade  evidence  of  the  existence  of 
the  corporation.  The  general  law  usually  requires  these 
articles  to  set  forth  the  name  of  the  corporation,  its  pur- 
pose, location,  duration,  amount  of  stock,  number  of 
shares,  officers,  directors,  and  in  some  cases  other  matters. 
The  articles  must  then  be  made  to  conform  to  the  re- 
quirements of  the  general  law,  all  inconsistent  provisions 
being  treated  as  surplusage  and  void,  and  usually  can- 
not, even  though  clauned,  secure  any  powers  except  such 
as  are  allowed  by  the  general  law.  In  New  Jersey  and 
Delaware,  however,  all  powers  daimed  by  the  incorpora- 
tors in  their  articles  are  held  to  be  created  unless  forbid- 
den expressly  by  the  general  law.  Under  the  first  gen- 
eral incorporation  law  in  England  for  the  formation  of 
hospitals,  the  corporation  was  created  by  a  deed  of  settle- 
ment, setting  forth  the  organization  in  the  deed  endow- 
ing the  charity.  This  method  is  not  customary  in  this 
country. 

Sec.  1221.  THE  ASSOCIATION— ITS  NE- 
CESSITY AND  NATURE.— It  follows  from  the 
fact  that  corporations  aggregate  being  composed  of  more 
than  one  person,  none  of  whom  are  obliged  to  accept 
membership  in  sudi  an  organization,  that  some  asso- 
ciation or  agreement  of  a  contractual  character  pre- 
cedes, accompanies  or  results  from  the  formation  of  a 
corporation;  this  agreement  between  the  members  need 
not  be,  though  it  usually  is,  a  formal  or  written  transac- 
tion, but  sometimes  it  is  very  complex  and  intricate.  In 
its  general  nature  it  is  an  agreement  by  eadi  associate 


Digitized  by 


Google 


as  PRIVATE  CORPORATIONS. 

with  his  fellows,  to  organize  for  the  purpose  contem- 
plafed,  and  contribute  his  proportion  of  the  funds  agreed 
upon,  the  consideration  for  the  agreement  of  eadi  being 
the  mutual  promises  of  the  parties.  ( 1  Mor.  Priv.  Corp. 
Sec.  24.)  Other  authorities  claim  that  this  relation  is 
not  so  much  an  agreement  between  the  subscribers  or 
members,  as  it  is  an  agreement  between  each  subscriber 
and  the  corporate  body.    ( Clark  on  Corp.  p.  64.) 

Sec.  1222.  SAME  SUB JECT— FORMS  OF  AS- 
SOCIATION CONTRACTS.— The  contract  of  asso- 
ciation may  take  various  form,  but  for  convenience  these 
may  be  classified  as:  1.  An  exclusive  statutory  con- 
tract. 2.  A  common  law  agreement.  These  latter  may 
be:  (a)  An  agreement  to  subscribe  for  stock  in  the 
corporation  to  be  formed,  (b)  An  agreement  subscrib- 
ing for  stock  in  a  corporation  to  be  formed,  or  after  it  is 
formed,  (c)  Subscriptions  to  promoters,  agents,  or 
trustees,  (d)  Underwriting  contracts,  (e)  Applica- 
tion, allotment  and  notice,  (f)  Conditional  subscrip- 
tions. 

1.  Statutory  Contract.  In  some  states  where  the 
statutes  provide  that  articles  of  incorporation  shall  be 
filed,  in  which  shall  be  stated  the  names  of  the  incorpora- 
tors, and  the  number  of  shares  which  each  agrees  to  take, 
all  who  wish  to  become  members  must  subscribe  for  the 
stock  in  the  articles  of  incorporation,  and  no  other  meth- 
od of  subscribing  will  be  valid.  (16  N.  Y.  451.)  This 
view,  however,  seems  to  be  confined  to  a  few  cases  in 
New  York  and  Missouri,  under  special  statutes,  and  the 
general  rule  in  other  states  is  otherwise. 
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2.  Common  Law  Agreemsnt.  (a)  Agreement  to 
subscribe  for  stock  in  a  corporation  to  be  formed.  This 
contemplates  a  subscription  upon  the  books  of  the  com- 
pany after  they  are  opened,  at  some  time  in  the  future. 
It  does  not  constitute  the  party  so  agreeing  a  member, 
nor  can  the  corporation  enforce  the  subscription.  It  con- 
stitutes an  agreement  between  the  parties  that  they  will 
subscribe  at  some  future  time,  and  until  they  do  so  sub- 
scribe it  is  no  binding  contract  with  the  corporation.* 

(b)  Agreements  subscribing  for  stock  in  a  corpora- 
tion to  be  formed.  This  differs  materially  from  the 
agreement  to  subscribe  just  considered,  yet  there  is 
much  conflict  of  authority  as  to  the  legal  effect  of  such 
an  agreement,  and  four  different  theories  exist:  (i) 
That  it  is  a  mere  offer,  withdrawable  at  any  time  before 
the  corporation  is  organized  and  accepts  the  offer;  that 
death  or  insanity  revokes  it,  and  any  one  may  withdraw 
upon  giving  notice  to  the  person  who  took  the  subscrip- 
tion, t     (ii)   That  it  is  an  offer  imtil  acted  upon  in  ac- 


♦Mor.  Corp.  Sees.  46,  49;  Thrasher  v.  Pike  County  R.  C6., 
25  HI.  89S,  where  the  contract  was,  ^^We,  the  undersigned,  agree 
to  subscribe  to  the  stock  of  the  Pike  County  Railroad  the  sums 
set  against  our  names,  when  the  books  may  be  opened  for  sub- 
scription," it  was  held  that  the  corporation  could  not  maintain 
an  action  against  the  signers  for  a  failure  to  subscribe  when 
the  books  opened.  Stowe  v.  Flagg,  72  HI.  897 ;  Mt  Sterling, 
etc  V.  Little,  14  Bush.  (Ky.)  429.  This  principle  has  been 
questioned,  and  is  perhaps  modified  to  some  extent.  See,  85  Ky. 
184;  27  Pa.  St.  261. 

fFanning  v.  Insurance  Co.,  37  Ohio  St.  339 ;  Real  Estate  Co. 
▼.  Tower,  156  Mass.  82;  Wallace  v.  Townsend,  48  Ohio  St. 
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cordance  with  the  provisions  and  then  becomes  a  binding 
contract. t  (iii)  That  it  is  a  binding  contract  from  the 
time  it  is  msade.i  (iv)  That  it  is  an  oflFer  to  a  proposed 
corporation  before  its  incorporation  and  acceptance,  but 
a  binding  agreement  between  the  subscribers  from  the 
time  it  is  made.*  The  first  view  probably  has  the  weight 
of  authority.  If  the  subscription  is  made  to  the  stock  of 
a  corporation  already  formed,  which  accepts  the  sub- 
scription, the  contract  is  binding  from  such  acceptance 
by  the  corporation. 

(c)  Subscriptions  to  promoters,  agents  or  trustees. 
When  the  subscription  is  made  to  a  statutory  promoter, 
as  a  commissioner  or  incorporator,  it  is  a  binding  con- 
tract from  the  time  of  making;  if  made  to  a  self -consti- 
tuted trustee,  who  is  to  organize  the  corporation,  and 
deliver  certificates  of  stock  to  the  subscribers,  it  is  a  bind- 
ing contract  between  the  promoter  and  subscriber,  in 
accordance  with  its  terms,  from  the  time  it  is  made;  the 
trustee  has  a  right  to  enforce  it,  if  he  performs  his  part, 
and  when  it  is  delivered  to  the  corporation  and  accepted 
by  it,  the  corporation  can  enforce  it. 

(d)  Underwriting.  Underwriting  contract  is  a  form 
of  subscription  entered  into  before  subscriptions  are 
called  for  from  the  public,  whereby  for  an  agreed  com- 
mission or  profit,  the  underwriter  agrees  to  take  all 

687 ;  Auburn,  etc..  Works  v.  Schultz,  148  Pa.  St.  266 ;  4  Tex. 
Civ.  App.  824;  87  Mich.  182. 

tl66  Mass.  82;  161  Mass.  10;  140  111.  248;  116  Mass.  471. 

§MiDn.  Threshing  Machine  Co.  v.  Davis,  40  Minn.  110;  14 
N.  Y.  836. 

•16  N.  Y.  461 ;  16  Ind.  889 ;  124  Ind.  401. 
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the  shares  except  those  which  the  public  will  subscribe 
for  after  the  books  are  regularly  opened  and  subscrip- 
tions solicited. 

(e)  Application,  Allotment  and  Notice.  Under  the 
English  law  an  application  for  shares  is  made  to  the 
promoters,  very  similar  to  our  subscriptions  for  stock 
in  a  corporation  to  be  formed.  After  the  subscription 
books  are  closed,  the  promoters  make  allotment  of 
shares  among  tiiose  who  have  subscribed,  either  pro- 
rata, or  in  such  way  as  the  promoters  deem  for  the  best 
interests  of  the  corporation.  After  the  allotment  is 
made  the  subscribers  must  each  be  notified  of  the  number 
of  shares  allotted  to  him.  The  contract  is  not  complete 
until  after  the  allotment  and  notice,  prior  to  that  time  it 
is  a  mere  withdrawable  offer. 

(f)  Conditional  Subscriptions.  Subscriptions  to 
stock  may  be  upon  condition  or  conditions,  which  condi- 
tions may  be:  1.  Express  or  implied.  2.  Precedent  or 
subsequent.  8.  Before  or  after  incorporation.  4.  Or 
the  delivery  of  the  subscription  may  be  conditional. 

Sec.  1228.  SAME  SUBJECT— CONDITIONAL 
SUBSCRIPTIONS.— 1.  EXPRESS  AND  IM- 
PLIED CONDITIONS.— Express  conditions  may  be 
found  either  in  the  subscription  or  in  the  statutes  re- 
lating to  subscription;  the  former  may  be  of  infinite 
varietjr^  if  not  inconsistent  with  the  charter.  The  most 
usual  condition  found  in  statutes  is  that  requiring  pay- 
ment of  a  certain  amount  of  subscription  in  cash  at 
the  time  of  making  the  subscription.  When  such  sub- 
scription is  made  before  incorporation  two  views  are 
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taken  as  to  the  necessity  of  pajrment  under  such  a  statute. 
One  holding  that  it  is  obligatory,  and  failure  to  so  pay 
makes  the  subscription  void;  the  other  holding  that  such 
provision  is  meant  for  the  benefit  of  the  corporation  only, 
and  that  the  corporation  may  waive  it  if  it  chooses.  The 
later  holding  is  supported  by  the  weight  of  authority.* 

The  principal  implied  condition  attaching  to  subscrip- 
tions at  common  law  is  that  no  one  can  be  called  upon  to 
pay  anything  to  the  corporation  for  carrying  on  its  busi- 
ness until  the  whole  amoimt  of  the  stock  as  agreed  upon 
is  fully  subscribed,  (91  Tenn.  44;  88  Mich.  62;  74  Wis. 
226.) 

Sec.  1224.  SAME  SUBJECT— CONDITIONAL 
SUBSCRIPTIONS  PRIOR  TO  INCORPORA- 
TION.— ^Where  subscriptions  are  necessary  prior  to 
organization,  and  they  are  made  conditionally,  or  upon 
condition,  two  views  are  held  in  regard  to  them:  By 
the  New  York  holdings  they  are  entirely  void,  and  can- 
not be  coimted;  while  the  Pennsylvania  rule  is  that  the 
condition  annexed  to  the  subscription  is  void,  and  the 
subscription  absolute  regardless  of  the  condition,  and  to 
be  counted  as  one  of  the  necessary  subscriptions.  When 
such  conditional  subscriptions  are  not  necessary  for  or- 


*^^A  conditional  subscription  to  stock  of  a  corporation  is  a 
subscription  to  take  effect  only  on  the  f ulfaiment  of  a  condition 
precedent.  The  subscriber  does  not  become  a  shareholder,  nor 
liable  on  his  subscription,  until  the  condition  is  substantially 
performed  according  to  its  terms.  When  It  is  so  performed,  the 
subscription  becomes  absolute  and  unconditional."  Clark  on 
Corp.  Sec.  107. 
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ganizaticm,  they  would  probably  be  held  valid  according 
to  their  terms  in  either  state.t 

Sec.  1225.  SAME  SUBJECT— CONDITIONS 
PRECEDENT  AND  SUBSEQUENT.— A  sub- 
scription upon  condition  precedent  is  one  which  requires 
the  condition  to  be  performed,  unless  waived,  before 
the  subscriber  can  become  a  member.  If  such  a  sub- 
scription is  made  after  incorporation  two  theories  pre- 
vail as  to  the  legal  effect  of  it:  1,  That  the  subscription 
is  a  mere  withdrawable  offer  until  the  condition  is  fully 
performed.  2.  That  it  is  a  binding  contract  from  time 
of  making,  to  await  the  time  of  performance  of  the  con- 
dition, and  the  subscriber  cannot  withdraw  tmless  the 
corporation  fails  to  perform.* 

Subscriptions  upon  conditions  subsequent  are  valid, 
and  have  the  effect  to  make  the  subscriber  a  member 
from  the  time  of  acceptance  by  the  corporation.  If  the 
corporation  fails  to  perform  the  condition,  the  subscriber 
cannot  withdraw,  but  has  to  rely  upon  his  action  for  dam- 
ages against  the  corporation  for  its  failure  to  perform 
the  condition.  Courts  will  construe  conditional  subscrip- 
tions to  be  conditions  subsequent  if  possible,  rather  than 
conditions  precedent. 

Sec.  1226.  SAME  SUBJECT— CONDITIONAL 
DELIVERY    OF    SUBSCRIPTION.  — Subscrip- 

fTroy  &  B.  R,  Co.  v.  Tibbitts,  18  Barb.  (N.  Y.)  897;  Caley 
T.  Railroad  Co.,  80  Pa.  St.  368;  Boyd  v.  Raflway  Co.,  90  Pa. 
St.  169. 

•That  it  is  a  withdrawable  offer,  see  Webb  v.  Railroad  Co., 
77  Md.  92;  that  the  subscriber  is  bound  by  it  and  has  to  wait 
performance,  see  Armstrong  v.  Karshner,  47  Ohio  St.  276. 
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tions  absolute  in  form,  may  be  turned  over  to  some  one 
to  be  delivered  to  the  corporation  only  upon  the  happen- 
ing of  some  event;  when  this  delivery  is  made  to  some 
one  unconnected  with  the  corporation  it  does  not  become 
effective  until  delivery  to,  and  acceptance  by  the  corpora- 
tion; if  delivered  to  an  agent  of  the  corporation  one  line 
of  authorities  holds  that  the  legal  effect  is  the  same  as  if 
delivered  to  some  outside  party,  while  another  line  of 
authorities  holds  that  it  becomes  absolute  at  once,  and 
the  condition  is  waived,  on  the  ground  that  there  can  be 
no  delivery  in  escrow  to  the  other  party  or  his  agent.  (40 
Minn.  110.) 

Sec.  1227.  ,  SAME  SUBJECT— FRAUD  AND 
MISTAKE  AS  AFFECTING  SUBSCRIP- 
TIONS.— ^Fraud  and  mistake  vitiate  any  subscription 
into  which  they  enter,  in  the  same  way,  and  to  the  same 
extent  as  in  any  other  contract,  and  make  it  voidable  at 
the  option  of  the  subscriber.  He  must,  however,  be  dili- 
gent in  discovering  the  fraud  or  mistake,  and  prompt 
in  repudiating  the  subscription  after  ascertaining  the 
fact.  The  English,  and  some  American  cases  hold  that 
even  if  the  subscriber  has  acted  with  due  diligence,  he 
cannot  repudiate  the  subscription  after  insolvency  of  the 
corporation,  and  the  rights  of  creditors  have  intervened; 
other  authorities  hold  that  he  can  if  he  is  not  guilty  of 
laches.* 


♦Fear  v.  BarUett,  81  Md.  4»6;  Ramsey  v.  Mfg.  Co.,  116  Mo. 
818;  Walker  v.  RaihtMul  Co.,  84  Miss.  24S.  That  the  fraud 
cannot  be  set  up  after  insolvency,  see  Turner  v.  Ins.  Co.,  66 
Ga.  649;  Ashley's  case,  L.  R.  9  Eq.  263 ;  91  U.  S.  45. 

Mistake  renders  a  contract  absolutely  void,  but  there  are  very 
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Sec.    1228.     SAME    SUBJECT—PARTIES 
THAT  MAY  SUBSCRIBE.— The  general  rule  is 
that  subscribers  must  be  persons  capable  of  contracting 
so  far  as  all  subscriptions  necessary  for  organization  are 
concerned.    An  infant  may  subscribe,  but  if  he  does  so 
he  may  repudiate  the  subscription  as  in  other  contracts. 
At  common  law,  the  subscripticm  of  a  married  woman 
was  said  to  be  void,  but  under  statutes  in  most  states  her 
subscription  is  now  valid.    An  alien  friend,  or  non-resi- 
dent, or  person  of  any  nationality  or  vocation  may  sub- 
scribe.  Neither  private  nor  public  corporations  can  sub- 
scribe for  shares  unless  specially  authorized.    It  is  held 
that  in  the  absence  of  constitutional  provisions  forbid- 
ding, the  state  or  nation,  by  legislative  permisabn^  may 
subscribe  for  stock. 

Sec.  1229.  ORGANIZATION— IN  GENERAL. 
— Under  a  charter  granted  from  the  king,  or  special  act 
of  the  legislature,  or  by  deed  of  settlement,  the  organiza- 
tion waS  distinctly  set  forth  in  the  inatnuoant  itself,  and 
usually  the  persons  who  were  to  act  as  first  officers  were 
therein  designated,  methods  of  continuing  the  succession 
were  also  specifically  provided.  Under  general  incor- 
poration laws  it  is  usual  for  the  corporation  to  be  com- 

few  cases  where  it  can  be  set  up  to  defeat  a  subscription,  and 
perhaps  the  only  one  is  where  the  mistake  is  as  to  the  nature  of 
the  transaction,  and  was  induced  by  the  deceit  or  fault  of  the 
corporation  or  some  third  person,  and  was  such  as  ordinary  dili- 
gence could  not  guard  against.  Mistake  as  to  the  advantages  to 
be  gained  by  the  incorporation  cannot  be  set  up  to  defeat  a 
subscription;  neither  can  a  mistake  of  law.  (Salem,  etc.,  v. 
Ropes,  9  Pick.  187;  1  Mor.  Corp.  Sec.  97.) 
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pleted  before  the  articles  of  incorporation  are  filed,  by 
electing  the  proper  officers  and  agents,  who  make  certifi- 
cate of  the  fact  that  the  articles  are  filed  with  the  public 
officer,  usually  the  secretary  of  state.  In  other  cases 
after  the  subscriptions  have  been  received,  the  incorpora- 
tors call  the  subscribers  together  and  they  elect  officers, 
adopt  by-laws  and  take  the  other  initial  steps  to  start 
the  corporate  machinery.  In  some  states  more  formal 
proceedings  are  essential,  such  as  having  a  hearing  be- 
fore a  court  or  commission  established  for  the  purpose. 

Sec.  1280.  SAME  SUBJECT— PROOF  OP 
ORGANIZATION.— Usually,  under  general  laws,  a 
certified  copy  of  the  articles  of  association  filed  with  the 
secretary  of  state,  duly  certified  by  him  under  the  great 
seal  of  the  state,  is  prima  facie  evidence  of  the  existence 
of  the  corporation;  but  it  is  not  usually  conclusive,  and 
the  fact  of  organization  may  be  inquired  into.  Where 
the  incorporation  is  by  special  Act,  the  Act  itself,  or  an 
exemplified  copy,  with  evidence  of  user  was  sufficient  to 
establish  the  fact  of  corporate  existence.  So  general 
reputation  has  been  held  to  be  sufficient. 

Sec.  1281.  SAME  SUBJECT— COMMENCE- 
MENT OP  CORPORATE  EXISTENCE.— As  to 
the  exact  time  of  corporate  birth  there  are  divergent 
views,  based  largely  upon  peculiar  provisions  of  the 
various  statutes.  These  are:  1.  There  is  no  corporate 
life  until  organization  is  complete.  2.  Corporate  life 
begins  as  soon  as  proper  articles  of  incorporation  are 
filed  with  the  prescribed  officer,  regardless  of  stock  sub- 
scription or  organization.    8.  Only  a  qualified  corporate 
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existence  begins  when  the  articles  are  filed,  and  adult,  or 
perfect  corporate  capacity,  is  not  acquired  until  the  stock 
is  subscribed  for  as  required.  4.  Corporate  life  begins 
as  soon  as  articles  are  filed,  but  until  the  stock  is  divided 
into  shares,  the  incorporators  are  tenants  in  common  of 
the  proposed  capital.  5.  Under  special  acts  the  statute 
may  make  those  named  therein,  ipso  facto  et  eo  instante 
a  corporation,  without  further  act  upon  their  part. 

Sec.  1232.  SAME  SUBJECT— CONDITION 
OF  DE  JURE  EXISTENCE.— A  substantial,  but 
not  necessarily  literal,  compliance  with  all  the  mandatory 
conditions  of  the  general  law,  is  essential  to  de  jure  cor- 
porate existence,  that  is,  to  constitute  an  organization  or 
incorporation  which  will  prevail  against  even  the  direct 
assault  of  the  state  by  quo  warranto  proceedings. 

The  implied  condition  that  there  must  be  good  faith 
in  seeking  corporate  powers  is  mandatory.  The  express 
mandatory  conditions  are:  1.  That  there  shall  be  a 
certain  number  of  incorporators.  2.  Written  articles  of 
agreement  or  incorporation.  8.  Usually  requiring  the 
names  and  residences  of  the  subscribers  to  tihe  stock. 
4.  The  naming  of  the  place  of  business.  5.  The  purpose 
or  purposes  of  the  corporation  is  usually  required  to  be 
stated.  6.  That  the  articles  of  association  be  sub- 
scribed. 7.  Acknowledged.  8.  Filed  as  required  by 
law;  all  of  these  things  have  been  held  to  be  matters  of 
which  the  state  may  complain  if  not  substantially  fol- 
lowed by  the  incorporators. 

Sec.  1288.  SAME  SUBJECT— CONDITIONS 
OF  DE  FACTO  EXISTENCE.— Something  less 
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than  a  substantial  oompliance  with  all  mandatory  pro- 
visions will  sufifoe  for  the  de  facto  existence  of  a  corpora- 
tion, that  is,  for  an  existence  that  is  valid  as  against  any 
one  except  the  state.  The  conditions  for  de  facto  exist- 
ence may  be  stated  to  be:  a  valid  law  under  which  such 
a  corporation  could  be  formed;  a  bona- fide  attempt  to 
organize  under  the  law;  an  apparent  compliance  there- 
with; and  corporate  user.  Where  these  things  have  oc- 
curred, by  the  weight  of  authority,  no  one  but  the  state 
can  successfully  question  the  validity  of  the  corporate 
existence. 

Sec.  1284.  SAME  SUBJECT— CONDITIONS 
OF  EXISTENCE  BY  ESTOPPEL.— AU  persons 
who  have  acted  as  if  a  corporation  was  in  existence,  and 
in  such  a  manner  as  to  recognize  its  existence,  and  whom 
it  would  be  equitable  to  hold  to  such  recognition,  and 
inequitable  not  to  do  so — will  be  estopped  from  denying 
the  corporate  existence,  even  though,  as  a  matter  of  fact, 
it  is  neither  a  de  jure  or  ade  facto  corporation.  This  is 
the  rule  established  by  the  weight  of  authority,  though 
there  are  many  cases  to  the  contrary.  Another  view  is 
that  there  can  be  no  estoppel  upon  a  matter  of  law,  and 
hence  if  there  is  no  law,  or  an  unconstitutional  law  for 
the  corporation,  there  can  be  no  corporate  existence  by 
estoppel.  Still  another  view  is  that  it  is  against  public 
policy  to  allow  persons  to  claim  corporate  existence,  un- 
less they  have  substantially  complied  with  a  valid  law, 
and  therefore  refuse  to  recognize  the  existence  of  a  cor- 
poration by  estoppel. 
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Sec.  1285.  SAME  SUBJECT— WHAT  PARr 
TIES  WILL  BE  ESTOPPED?— Where  the  exist- 
ence of  a  corporation  by  estoppel  is  recognized,  the  parties 
who  will  be  estopped  to  deny  its  existence  are:  1,  The 
pretended  corporation  itself.  2.  Those  who  act  as,  or 
claim  to  be,  members,  either  among  themselves,  or  in  re- 
gard to  their  liability  upon  their  subscriptions,  or  statu- 
tory liability  to  corporate  creditors.  8.  The  promoters 
and  officers  of  the  apparent  corporation.  4.  Persons  who 
have  dealt  with  the  apparent  corporation  in  such  a  way 
as  to  recognifise  it  to  be  such,  either  when  they  seek  to 
avoid  their  liability  to  it,  or  to  hold  its  members  liable  as 
partners.  6.  Persons  who  have  injured  such  corporation 
by  their  torts  or  crimes,  when  called  to  account  by  it.* 

Sec.  1236.  SAME  SUBJECT— EFFECT  OF 
FAILURE  TO  COMPLY  WITH  CONDITIONS. 
— ^The  state  may  oust  any  corporation  for  failure  to  sub- 
stantially comply  with  any  mandatory  condition  by  qtio 
warranto  proceedings.  And  if  there  is  neither  sufficient 
compliance  on  the  part  of  the  apparent  corporation  to 
form  a  de  jure  nor  a  de  facto  existence,  any  one  not  es- 
topped for  other  reasons,  can  attack  the  validity  of  the 

♦Scheufler  v.  Grand  Lodge,  45  Minn.  266,  47  N.  W.  799; 
Ferine  v.  Grand  Lodge,  48  Minn.  82 ;  Callender  y.  Railroad  Co., 
11  Ohio  St.  616;  Fitzpatrick  v.  Rutter,  160  111.  282;  Bon,  etc., 
Co.  V.  Ins.  Co.,  84  W.  Va.  764;  Wadesboro  Cotton  M.  Co.  v. 
Bums,  114  N.  C.  868;  Aultman  v.  Waddle,  40  Kans.  196; 
Chubb  V.  Upton,  96  U.  S.  666 ;  Eaton  v.  Aspinwall,  19  N.  Y. 
119;  Ins.  Co.  v.  Sherwood,  72  Mo.  461;  Bushnell  v.  Machine 
Co.,  188  m.  67;  Bank  v.  Ffeiffer,  108  N.  Y.  242;  Hassinger 
V.  Ammon,  160  Fa.  St.  246. 
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pretended  corporate  existence  in  any  proceeding  in  which 
it  is  of  any  importance  to  such  person  to  have  it  deter- 
mined. If  there  is  a  de  facto  existence,  except  as  against 
the  state,  the  powers,  rights,  duties  and  liabilities  of  the 
corporation  and  its  members  are  the  same  as  if  £2^  jure. 
So,  where  there  is  neither  de  jure  or  de  facto  existence, 
as  to  any  one  otherwise  estopped  by  his  own  acts  from 
denying  it,  the  apparent  corporation  is  to  such  person 
as  it  would  be  if  it  had  a  de  jure  existence.  While  to  one 
not  so  estopped,  the  members,  if  it  is  a  business  corpora- 
tion, may  be  treated  as  partners,  or  at  least  hold  them 
liable  as  members  of  an  unincorporated  association.* 

♦Atty.  Gen.  v.  Hanchett,  42  Mich.  436;  State  v.  Relief  As- 
soc., 89  Ohio  St.  399;  People  v.  Self  ridge,  62  Cal.  381 ;  North 
V.  State,  107  Ind.  356;  97  Ind.  866;  16  Ind.  276;  26  N.  Y.  75; 
People  V.  Board,  111  HI.  171;  Pape  v.  Bank,  20  Kan.  440; 
Bank  y.  McDonald,  130  Mass.  264. 
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CHAPTER  III. 

THE  BODY  CORPORATE. 

Sec.  1287.  MEMBERS  — THEIR  NECES- 
SITY.— In  a  corporation  aggregate  there  must  be 
members,  otherwise,  the  corporation  cannot  exist.  If  it  is 
a  non-stock  company  the  death  of  all  the  members  termi- 
nates its  existence,  while  if  it  is  a  stock  company,  the 
representatives  of  deceased  members  who  succeed  to  the 
shares  become  members,  and  consequently  the  corpora- 
tion is  perpetually  renewed,  or  has  the  faculty  of  "per- 
petual succession/**  A  practice  has  grown  up  whereby 
a  corporation  purcha^s  and  retires  its  own  shares  of 
stock.  When  that  is  done  to  the  extent  that  all  the  shares 
are  retired  it  would  seem  that  the  corporation  having  no 
stock,  and  hence  no  members,  would  be  dissolved;  but 
no  case  has  yet  been  decided  in  this  regard. 

Sec.  1238.  SAME  SUBJECT— ACQUISITION 
OP  MEMBERSHIP.— Membership  in  non-stock  com- 
panies is  obtained  by  complying  with  the  conditions  set 
forth  in  the  constitution  and  by-laws.    In  stock  corpora- 

•By  reason  of  this  faculty  corporations  are  called  "immor- 
tal," but  their  immortality  is  thus  limited;  usually  they  are 
limited  by  the  act  creating  them  to  a  certain  term  of  years,  and 
when  this  is  not  the  case  they  may  forfeit  their  right  to  exist- 
ence and  be  dissolved  by  the  state,  and  the  term  therefore  does 
not  mean  that  the  corporation  may  continue  forever,  but  that  it 
may,  unless  voluntarily  surrendered. 
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tions  membership  is  acquired  through  ownership  of 
stock,  and  this  may  be:  1.  By  subscription  to  the  stock 
and  acceptance  by  the  corporation.  2.  By  a  completed 
transfer  of  shares.  8.  By  estoppel  in  some  cases,  as  by 
acting  as  a  member  without  having  in  fact  subscribed. 

Sec.  1289.  INTEGRAL  PARTS.— In  some  cases 
a  corporation  is  composed  of  two  groups  of  individuals 
in  such  a  way  that  the  continuance  of  both  is  essential 
to  the  continued  corporate  existence.  In  such  a  case,  if 
from  any  cause,  all  of  one  group  should  die,  and  there 
was  no  method  of  suppljring  their  place,  the  corporation 
would  necessarily  be  dissolved.  It  was  once  contended 
that  the  directors  were  such  an  integral  part,  but  the 
cases  have  held  otherwise.  It  is  not  usual  to  find  a  cor- 
poration so  created. 

Sec.  1240.  ORGANS  OF  ACTION.— Since  a  cor- 
poration  is  an  artificial  entity,  it  can  act  only  through 
its  representatives.  These  are:  1.  The  majority  of  a 
quorum  of  corporate  members  duly  assembled  in  cor- 
porate meeting.  2.  A  majority  of  directors  duly  as- 
sembled in  directors'  meeting.  8.  Ofiicers  of  the  cor- 
poration, who  are  considered  parts  of  the  organization; 
or  agents,  who  are  not  part  of  the  organization,  but  who 
represent  it  as  any  agent  represents  his  principal.  5. 
Servants,  who  do  not  represent  the  corporation,  but  sim- 
ply work  for  it. 

Sec.  1241.  SAME  SUBJECT— QUALIFICA- 
TION OF  AGENTS  AND  OFFICERS.— Unless 
the  state  statute  or  charter  prevents,  a  corporation  may 
select  any  person  it  pleases  to  be  its  officers,  agents  or 
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servants.  But  it  is  usual  to  require  directors  to  be  share- 
holders, and  in  some  states  they  are  required  to  be  citi- 
zens of  the  United  States. 

Sec.  1242.  SAME  SUBJECT— FUNCTIONS 
OF  SHAREHOLDERS  AND  DIRECTORS.— 
Shareholders  in  a  corporation  wield  extraordinary  and 
unusual  power,  such  as  electing  directors,  accepting  and 
rejecting  amendments,  increasing  and  reducing  capital 
stock,  making  by-laws,  admitting  members,  and  under 
some  circumstances  removing  officers,  restraining  tdtra 
vires  transactions,  disposing  of  corporate  property, 
winding  up  corporate  business,  and  surrendering  corpo- 
rate franchises. 

The  directors  control  the  ordinary  business  affairs  of 
the  corporation,  such  as  the  policy  of  its  affairs,  its  en- 
tering into  contract,  selecting  inferior  officers,  fixing 
their  compensation,  directing  their  action,  etc.  Within 
this  scope  of  their  authority,  if  they  act  in  good  faith,  the 
sttfckholdera  cannot  dictate  to  Hiem  or  control  their  acts 
in  any  particular.  If  the  directors  keep  within  their 
authority  the  stockholders  must  wait  until  it  is  time  for 
a  new  election  and  then  select  such  directors  as  will  shape 
the  policy  and  management  of  the  corporation  in  ac- 
cordance with  their  wishes. 

Sec.  1248.  SAME  SUBJECT— FUNCTIONS 
OF  THE  OTHER  OFFICERS.— The  President, 
merely  as  president,  presides  over  corporate  meetings 
and  has  no  greater  power  in  managing  the  corporate 
business  than  any  otlier  shareholder,  but  by  statute,  or 
charter  or  by-law,  or  by  a  course  of  action  acquiesced  in 
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by  all,  he  is  usually  given  the  power  to  represent  the 
corporation  in  most  of  its  ordinary  business  transactions. 
He  usually  executes  conveyances,  signs  contracts  and 
certificates  of  stock. 

The  Vice  President  performs  the  duties  of  the  presi- 
dent when  the  president  is  unable  to  do  so. 

The  Secretary  keeps  the  minutes,  records  of  corporate 
meetings,  and  has  no  other  duties  unless  others  are  spe- 
cially conferred  upon  him.  He  is  usually  made  the  cus- 
todian of  the  corporate  seal,  and  required  to  affix  and 
attest  it  to  all  docmnents  executed  by  the  corporation. 
He  frequently  is  allowed  to  issue  shares,  and  is  made 
the  transfer  agent  of  the  corporation. 

The  Treasurer  is  custodian  of  the  corporate  funds,  and 
has  power  to  endorse  checks  for  collection  for  the  cor- 
poration. He  is  sometimes  said  to  have  implied  author- 
ity to  draw  checks  or  bills  of  exchange,  or  sign  promis- 
sory notes  for  money  borrowed  by  the  corporation,  but 
it  is  questionable  if  he  can  do  so  without  special  authority. 

Sec.  1244.  INTERNAL  RELATIONS  OF  THE 
CORPORATION  ARISING  FROM  THE  CON- 
TRACTS CONTAINED  IN  OR  RESULTING 
FROM  THE  CHARTER.— In  1769  the  king  of 
England  incorporated  twelve  persons  under  the  name  of 
Trustees  of  Dartmouth  College,  and  granted  to  them 
and  their  successors  the  usual  corporate  powers,  and  also 
the  power  to  fill  up  any  vacancies  which  might  happen  in 
their  own  body.  In  1816,  the  legislature  of  the  state  of 
New  Hampshire  attempted  to  amend  this  charter  by 
increasing  the  number  of  trustees  to  twenty-one,  the  nine 
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additional  members  to  be  appointed  by  the  Governor, 
and  also  by  putting  over  the  trustees  a  board  of  overseers 
with  power  to  inspect  and  control  the  most  important 
acts  of  the  trustees.  The  corporation  refused  to  accept 
the  amendment,  and  the  case  which  resulted  was  carried 
to  the  Supreme  Court  of  the  United  States,  where  it  was 
held  that  the  charter  constituted  a  contract  between  the 
king  (originally),  and  after  the  Revolution,  between  the 
state  of  New  Hampshire  and  the  corporation,  which  con- 
tract was  of  the  same  nature  as  any  contract,  the  obliga- 
tion of  which  could  not  be  impaired  by  the  state  of  New 
Hampshire  without  violating  the  federal  constitution  in 
the  provision  declaring  that  ''no  state  shall  pass  any  law 
impairing  the  obligation  of  contracts."  From  this  case. 
Trustees  of  Dartmouth  College  v.  Woodward,  has 
sprung  up  a  great  body  of  corporation  law,  involving 
many  far-reaching  and  important  principles.  Thus, 
resulting  from  this  case  it  has  been  held  that  in  the  for- 
mation of  a  corporation  the  following  contracts  are 
created:  1.  A  contract  between  the  state  and  the  cor- 
poration. 2.  A  contract  between  the  state  and  corporate 
creditors;  and  between  stockholders  and  corporate  cred- 
itors, where  special  statutory  liability  of  stockholders  is 
provided.  8.  A  contract  between  the  state  and  the  cor- 
porators or  njembers.  4.  A  contract  between  the  cor- 
poration and  the  members,  or  among  the  members  them- 
selves as  to  the  amount  to  be  contributed,  or  that  sub- 
scriptions are  made  in  good  faith.  All  these  contracts, 
whether  express  or  implied,  are  protected  by  the  consti- 
tutional provision  just  referred  to. 


Digitized  by 


Google 


50  PRIVATE  CORPORATIONS, 

Sec  1245.  CORPORATE  FUNDS,  THEIR 
GENERAL  PURPOSE  AND  DESIGNATION. 

— In  every  case  of  incorporation  for  business  purposes 
there  is  a  dedication  of  certain  funds  by  the  implied  and 
express  consent  of  the  state  and  corporators  to  the  at- 
tainment of  certain  purposes  in  a  certain  way.  Because 
the  state  believes  the  purpose  or  purposes  desirable  it 
authorizes  and  sanctions  the  peculiar  method  of  manag- 
ing the  business;  because  the  corporators  deem  the  meth- 
od necessary  or  advantageous  and  the  purpose  profitable, 
they  contribute  the  funds  to  establish  the  enterprise.  The 
peculiar  method  consists  in  the  state  authorizing  a 
changing  body  of  persons,  throu^  a  specified  form  of 
organization  and  under  a  designated  name,  to  act  and  be 
considered  as  one  person,  or  entity,  in  whom  is  vested 
the  funds,  and  upon  whom  is  placed  the  duty  of  apply- 
ing them  to  the  purposes  named.  These  funds  of  the 
corporation  are  designated  its  capitalj  or  capital  stock. 

Sec.  1246.  SAME  SUBJECT— CAPITAL  AND 
CAPITAL  STOCK.— There  is  much  confusion  in  the 
use  of  these  terms.  By  the  best  usage  it  may  be  said 
that  the  capital  of  a  corporation  is  the  whole  amount 
of  its  property  of  whatever  kind;  and  that  capital  stock 
is  the  amount  which  it  has,  or  is  authorized  to  obtain  by 
way  of  subscription.  This  latter  is  the  sum  fixed  by  the 
corporate  charter  as  the  amount  paid  in,  or  to  be  paid  in 
by  the  subscribers  for  the  prosecution  of  the  business  and 
for  the  benefit  of  corporate  creditors.' 

Sec.  1247.  SAME  SUBJECT— PURPOSE  OF 
CAPITAL  STOCK.— The  chief  purpose  of  requirmg 
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a  fixed  capital  stock  arises  from  the  fact  that  so  long 
as  a  corporation  acts  withm  the  scope  of  its  corporate 
powers  it  does  not  cast  any  liability  upon  its  officers,  or 
anyone  else,  since  it  alone  becomes  responsible  for  its 
ads.  So  that  the  purpose  or  policy  of  requiring  a  capi- 
tal stock,  is  to  be  security  and  indemnity  for  persons  who 
become  its  creditors.*  The  state  confers  upon  the  incor- 
porators privileges,  as  a  franchise,  or  right  to  make  con- 
tracts in  an  artificial  name  without  fastening  liability  on 
any  natural  person,  and  it  exacts  from  them,  as  a  condi- 
tion on  which  it  grants  this  franchise,  that  they  place  a 
capital  stock  in  safe  pledge  for  the  security  of  their  cred- 
itors. This  is  a  permanent  investment  with  no  power  in 
a  shareholder  to  withdraw  it  until  the  corporation  is 
wound  up  and  all  its  debts  paid,  and  with  no  power  in 
the  managing  board  to  permit  it  to  be  withdrawn  at  the 
expense  of  creditors.  It  is  looked  upon  as  a  trust  fund 
for  the  benefit  of  the  corporation  and  the  protection  of 
corporate  intepests.t 

*In  a  few  states  in  addition  to  the  capital  stock  the  share- 
holders or  members  are  made  liable  to  corporate  creditors  in  an 
amount  equal  to  the  capital  stock  which  each  holds,  constituting 
what  JB  called  the  double  liability  of  stockholders.  It  is  to  be 
lamented  that  many  states,  including  Ohio,  have  seen  fit  to 
change  this  double  liability  and  establish  the  single  security  of 
the  capital  stock  of  the  corporation,  which  so  often  proves  no 
security  whatever,  as  the  incorporators  if  at  all  shrewd  usually 
manage,  by  mortgaging  the  corporate  property,  and  by  selling 
watered  stock,  to  get  out  of  the  concern  far  more  than  they  ever 
put  into  it. 

fThis  is  the  theory  of  the  law,  and  sounds  all  right  but  how 
18  it  in  practice?    Does  the  capital  stock  protect  creditors?    Is 
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Sec.  1248.  SAME  SUBJECT  — CAPITAL 
STOCK  AND  SHARES  OF  STOCK  DISTIN- 
GUISHED.— Capital  stock  and  shares  of  stock  are  to 
be  distinguished,  as  they  are  different  things.  The  cap- 
ital is  the  money  or  property  or  both  of  the  corporation. 
The  shareholders*  shares  are  representative  of  the  capi- 
tal, the  surplus,  the  franchises,  and  the  good  will  of  the 
concern.  The  capital  stock  of  the  company  is  owned  and 
held  by  the  company  in  its  corporate  capacity  and  char- 
acter; while  the  capital  stock  of  the  shareholders  is  owned 
by  them  as  individuals  in  varying  proportions  according 
to  their  subscriptions  or  purchases — ^that  is,  the  one  is 
regarded  as  belonging  to  the  corporation,  the  other  to 
the  corporators  or  members.  While  the  nominal  or  par 
value  of  the  capital  stock  and  the  share  stock  are  the 
same,  the  actual  value  is  often  widely  different.  The 
capital  stock  and  surplus  differ  also.    Neither  the  capital 


it  held  as  a  trust  fund  for  the  benefit  of  those  dealing  with  the 
corporation?  And,  if  so,  how  is  it  that  so  many  corporations 
so  easily  escape  all  responsibility  for  their  obligation?  Every 
day,  almost,  some  favored  institution,  to  whom  the  state  or 
nation  has  given  a  most  valuable  franchise  to  operate  a  bank  or 
business  without  individual  liability,  and  which  ought  to  be 
compelled  to  safeguard  its  patrons,  fails,  and  it  is  found  that 
there  is  absolutely  no  redress  for  those  who  have  been  the  victims 
of  misplaced  confidence.  It  is  to  be  hoped  that  the  sovereign 
people  who  stand  back  of  the  state  and  legislature  will  soon 
demand  of  these  favored  institutions  some  adequate  security, 
whether  by  double  stockholders'  liability,  insurance,  bondsmen  or 
a  competent  system  of  government  inspection  and  supervision, 
that  the  law  may  be  vindicated  and  business  be  placed  upon  a 
sound  footing. 
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or  capital  stock  can  be  divided  or  distributed,  but  the 
surplus  may  be.  So  that  it  may  be  said  that  the  property 
of  a  corporation  consists  in  three  things,  its  capital  stock, 
its  surplus  and  its  franchise,  and  these  three  things,  dis- 
tinct in  the  ownership  of  the  company,  are  united  in  the 
ownership  of  the  shareholders.* 


*The  capital  stock  of  a  corporation  is  the  amount  in  money 
or  property  subscribed  and  paid  in,  or  secured  to  be  paid  in,  by 
the  shareholders,  and  always  remains  the  same  unless  changed  by 
legislative  authority.  Although  sometimes  confused  with  the 
term  ^^capital,"  it  is  not  the  same  thing,  importing  not  the  value 
of  the  property  of  the  company,  but  simply  the  amount  of 
capital  prescribed  to  be  contributed  at  the  outset  by  the  stock- 
holders for  the  purposes  of  the  corporation.  (State  v.  Fire 
Assoc,  23  N.  J.  Law  195.) 

The  capital  of  a  corporation  includes  all  the  property  of  a 
corporation,  and  may  therefore  be  of  greater  value  than  the 
capital  stock. 

Shares  of  stock  are  said  to  be  ^^intangible,  and  rest  in  abstract 
legal  contemplation.'*  (Burrall  v.  Railroad  Co.,  75  N.  Y.  211, 
217.)  While  they  are  said  to  be  owned  by  the  individuals  as 
such,  it  means  only  that  the  owner  of  the  shares  has  a  right 
through  their  ownership  to  share  in  the  profits  of  the  corpora- 
tion, and  in  its  property  after  dissolution  and  payment  of  debts, 
in  proportion  as  the  number  of  his  shares  is  to  the  whole  number 
of  shares  comprising  the  capital  stock.  Burrall  v.  Railroad  Co., 
siApra.  The  shares  of  stock  are  not  a  chattel  interest,  and  the 
holders  do  not  own  the  property  of  the  corporation;  they  are 
in  the  nature  of  a  chose  in  action,  or  claim  against  the  corporate 
property  after  dissolution  and  the  satisfaction  of  liabilities. 
They  are  personal  property,  regardless  of  the  fact  that  the  cor- 
poration property  is  all  or  chiefly  real  estate.  On  the  death  of 
the  shareholder  the  shares  are  to  be  distributed  as  personal  prop- 
erty.   Fisher  v.  Pank,  5  Gray  87S ;  Slaymaker  v.  Bank,  10  Pa. 
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Sec.  1249.  SAME  SUBJECT— KINDS  OF 
SHARES. — Shares  of  stock  are  of  various  kinds,  such 
as  common,  preferred,  gtuiranteed,  interest-bearing, 
special,  treasury,  deferred,  founder's  shares,  watered, 
fictitious  and  spurious.  These  will  be  briefly  explained. 

Commxm  Stock.  Shares  of  common  stock  entitle 
their  owners  to  an  equal  proportional  participation  in 
the  management,  profits,  and  surplus  or  assets  in  case 
of  dissolution. 

Preferred  Stock.  Preferred  shares  entitle  the  owners 
to  some  preference  in  the  distribution  of  profits,  or  of 
assets,  over  the  owners  of  the  common  stock.  Sudi 
shares  may  be  either  cumulative  or  non-cumulative  as 
to  profits  up  to  a  certain  fixed  amoimt;  if  cumulative, 
a  deficiency  in  paying  the  profits  for  any  one  year  must 
be  made  up  out  of  the  profits  of  succeeding  years  before 
common  stock  is  entitled  to  receive  profits.  In  the  ab- 
sence of  preferred  stock  being  expressly  made  cumula- 
tive,-it  will  still  be  held  to  be  so.  Preferred  shareholders 
have  a  right  to  participate  in  the  management  and  are 
subject  to  liabilities  as  other  £Jiar^olders. 

Guaranteed  Stock.  Guaranteed  shares  in  the  United 
States,  now  mean  substantially  the  same  as  cumulative 
preferred  shares. 

Interest  Bearing  St(H:k.  Interest  bearing  shares  are 
such  as  bear  interest  upon  all  sums  paid  in  until  the  cor- 
poration is  completed  and  profits  earned  out  of  i^ch 


9t  878;  HunJble  v.  MitcheU,  11  Ad.  &  E.  205;  Boardman  v. 
Cutter,  IM  Mass.  886. 
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to  pay  dividends.  Such  payment,  however,  is  held  to  be 
iUegal  as  against  creditors  who  might  be  injured  thereby. 

Special  Stock.  This  k  a  peculiar  kind  of  stock  pro- 
vided by  law  in  Massachusetts,  and  limited  to  two-fifths 
of  the  actual  amount  of  capital  of  the  corporation,  sub« 
ject  to  redemption  at  a  certain  time,  and  drawing  inter- 
est at  a  fixed  rate,  and  without  liability  of  llie  holder 
beyond  the  amount  subscribed* 

Treasury  Stock.  By  treasury  gtock  is  meant  that 
part  of  the  authorized  capital  left  in  the  possession  of 
the  corporation,  to  be  issued  in  the  future  by  the  cor- 
poration, or  upon  further  subscription.  The  term  is  also 
used  to  designate  stock  that  has  once  been  issued  but 
surrendered  or  forfeited  to  the  corporation,  and  after- 
wards re-issued  by  it  It  cannot  be  voted  nor  does  it 
draw  dividends. 

Deferred  Stock.  This  stock  draws  no  dividends  un- 
til some  other  class  of  shares  receive  then*  dividends. 

Founder's  Shares.  These  entitle  the  holder  to  all  the 
profits  after  certadn  fixed  maximum  dividends  are  paid 
to  the  other  idiareholders. 

Watered  Stock.  By  watered  stock  is  meant  stock 
which  on  its  face  purports  to  have  been  paid  for  at  its 
full  value,  but  whidi  in  fact  has  been  issued  without  the 
corporation  havkig  anything  back  of  it  for  which  to 
demand  the  full  face  value. 

Fictitious  Stock.  By  this  is  meant  practically  the 
same  as  watered  stock  or  shares. 

Spurious  Stock.  When  stock  is  issued  in  excess  of 
tlie  amount  authorisced,  it  is  spurious,  or  void,  and  the 
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holder  of  such  stock  does  not  become  a  member  of  the 
corporation. 

Sec.  1250.  SAJHE  SUB JECT— RIGHT  TO  CRE- 
ATE  A  CAPITAL  STOCK  A  FRANCHISE.— 
The  right  or  power  to  create,  increase,  or  decrease  capital 
stock  is  a  franchise  which  can  be  exercised  only  mider  the 
authority  of  the  legislature.  At  the  time  a  corporation 
is  organized,  however,  it  may  then  provide  for  both  com- 
mon and  preferred  stock  and  call  for  subscriptions  for 
either.  While  if  the  corporation  is  first  created  and  the 
stock  subscribed  upon  the  understanding  that  only  com- 
mon stock  shall  be  issued,  by  the  weight  of  authority  the 
corporation  cannot  create  shares  that  shall  have  a  pref- 
erence over  the  conunon  shares.  By  express  legislative 
authority,  however,  it  has  been  held  that  the  majority  of 
members  contrary  to  the  wishes  of  the  minority  may 
issue  preferred  shares.  This  power  to  issue  preferred 
shares  is  said  to  be  analogous  to  borrowing  money,  and 
the  majority  unquestionably  have  the  right  to  do  that  if 
done  in  good  faith. 

Sec.  1251.  SAME  SUBJECT— NATURE  OF 
SHARES  OF  STOCK.— A  share  of  stock  in  a  corpo- 
ration is  an  intangible  property  ri^t,  entitling  the  own- 
er of  the  share  to  participate  in  the  profits  of  the  corpora- 
tion, and  in  the  event  of  dissolution  to  share  pro-rata  in 
the  division  of  assets  after  the  debts  are  paid.  Shares  of 
stock  are  personal  property,  goods,  wares  and  merdian- 
dises  within  the  17th  section  of  the  statute  of  frauds,  and 
choses  in  action.  They  are  not  negotiable  instruments, 
and  at  common  law  could  not  be  taken  by  attachment  or 
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on  execution,  because  of  their  incorporeal  nature.  They 
are  usually  considered  as  being  located  at  the  domicile 
of  their  owner,  though  the  state  may  give  them  a  situs 
at  the  domicile  of  the  corporation.  They  are  evidenced 
by  a  certificate  which  usually  says,  "This  is  to  certify 
that  A.  B.  is  the  owner  of  ten  shares  (or  any  specified 
number)  of  the  capital  stock  of  the  X  Company,  of  the 
par  value  of  $100.00  eadi,  fully  paid  up,  and  transfer- 
rable  only  upon  the  books  of  the  company  upon  the  sur- 
render of  this  certificate  duly  endorsed."  This  certificate 
is  usually  signed  by  the  president,  and  countersigned  by 
the  secretary,  under  the  seal  of  the  corporation.  Upon 
the  back  is  usually  the  form  of  an  assignment  which  may 
read,  "For  value  received,  I  hereby  assign  and  transfer 
all  my  right,  title  and  interest  to  the  shares  in  the  X  Cor- 
jwration,  evidenced  by  this  certificate,  to  Y.  Z.,  and  I  do 
hereby  appoint  C.  to  be  my  agent  or  attorney  in  fact, 
for  me,  and  in  my  name  to  have  the  transfer  of  the  same 
made  upon  the  books  of  the  company.'*  This  assign- 
ment will  be  signed  by  A.  B.  and  delivered  to  Y.  Z. 
Though  it  is  not  necessary  to  fill  in  the  name  of  the  pur- 
chaser, nor  the  name  of  the  attorney  to  make  the  trans- 
fer, these  may  be  left  blank,  and  after  the  delivery  of 
the  certificate  to  Y.  Z.,  the  purdiaser,  he  may,  by  mere 
delivery  of  the  certificate,  sell  it  to  some  one  else,  and  this 
person  to  another,  and  so  on,  and  the  last  purchaser  may 
fill  in  his  own  nan^  and  the  name  of  some  person  to 
make  the  transfer  on  the  books  of  the  corporation,  sur- 
render the  certificate,  have  the  transfer  made  to  him 
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upon  the  books,  end  receive  a  new  certificate  in  his  own 
name. 

Sec  1252.  THE  CORPORATE  NAME— ITS 
NECESSITY.— It  was  said  in  the  early  history  of 
corporations,  and  is  the  rule  yet,  that:  '"The  names  of 
corporations  are  given  of  necessity,  for  the  name  is,  as  it 
were,  the  very  being  of  the  constitution;  for,  though  it 
is  the  will  of  the  king  that  erects  them,  yet  the  name  is 
the  knot  of  their  combination,  without  which  they  could 
not  perform  their  corporate  acts;  for  it  is  nobody  to 
plead  and  be  impleaded,  to  take  and  to  give,  until  it  hath 
gotten  a  name."* 

Sec  1258.  SAME  SUBJECT— ACQUISITION 
OF  A  NAME. — ^A  name  is  usually  given  in  the  charter 
or  articles  of  association,  and  tiie  law  now  usually  re- 
quires it  to  be  so  given,  but  it  is  not  perhaps  indispen- 
sable that  it  should  be  so  given,  as  it  may  be  derived  from 
usage.  The  corporation  has  the  right  at  the  outset  to 
choose  any  name  it  may  see  fit,  fonept  p(Brha,p9  lirat  it 
cannot  choose  a  name  already  in  use  by  another  corpora- 

tion.t 

Sec  1264.  SAME  SUBJECT— RIGHTS  IN 
THE  CORPORATE  NAME.— When  lawfully  ac- 
quired, the  right  to  a  corporate  name  is  a  franchise,  and 

*2  Bac.  Abr.  tit.  "Corporations,"  c.  1 ;  Conservators  of  the 
River  Tone  v.  Ash,  10  B.  &  C.  849;  Reg.  v.  Registrar,  10  Q. 
B.  8S9;  Thomas  v.  Dakin,  22  Wend.  9;  Ins.  Co.  v.  Mass.,  10 
Wall.  666. 

fState  V.  McGrath,  92  Mo.  866;  Elgin  Butter  Co.  v.  Elgin 
Creamery  Co.,  185  111.  127;  HI.  Watch  Case  Co,  v,  Pearson, 
140  111.  428. 
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a  name  so  acquired  is  protected  as  a  right  in  a  trade- 
mark; its  subsequent  appropriation  by  anyone  else  may 
be  enjoined  if  the  use  or  appropriation  is  to  the  damage 
of  the  original  acquirer  of  the  name.  It  has  been  held, 
however,  that  a  foreign  corporation  cannot  prevent  the 
use  of  a  corporate  name  afterwards  selected  by  a  do- 
mestic corporation,  and  that  no  exclusive  right  can  be 
acquired  in  the  use  of  geographical  names.  The  secre- 
tary of  state  or  other  proper  registering  officer,  has  dis- 
cretionary power  to  refuse  to  register  a  company  that 
diooses  a  name  identical  or  closely  resembling  one  al- 
ready in  use.t 

Sec.  1255.  SAME  SUBJECT— EFFECT  OF 
MISNOMER. — The  misnaming  of  a  corporation  in 
the  case  of  contracts  is  of  no  effect  if  the  identity  of 
the  corporation  can  still  be  established.  In  the  case  of 
legal  process  or  summons  issued  against  a  corporation 
by  the  wrong  name,  the  suit  is  not  validly  begun,  but 
the  error  may  be  corrected  by  amendment.  If  the  cor- 
poration issues  process  for  itself  in  a  wrong  name  it  is 
ground  for  plea  in  abatement,  though  slight  variation, 
not  misleading  as  to  the  identity  of  a  corporation,  is  not 
usually  material. 

Sec.  1256.  SAME  SUBJECT— HOW  THE 
CORPORATE  NAME  MAY  BE  CHANGED.— 
The  corporate  name  can  be  changed  only  by  consent  of 
the  state  and  of  the  shareholders.    Such  change,  if  legal, 

fState  V.  McGrath,  tupra;  Holmes,  Booth  and  Haydens  t. 
H.  B.  and  Atwood  Mfg.  Co.,  S7  Conn.  S78;  Rogers  v.  Rogers, 
n  C  C.  A.  679,  70  Fed.  1017. 
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does  not  affect  the  rights,  duties  or  liabilities  of  the  cor- 
poration. It  has  been  held,  however,  if  the  change  is 
illegal,  members  consenting  thereto  are  liable  as  part- 
ners thereafter. 

Sec.  1257.  THE  CORPORATE  LIFE— MEAN- 
ING OF  PERPETUAL  SUCCESSION.— In  the 
absence  of  any  provision  to  the  contrary,  the  duration 
of  a  corporation  is,  or  may  be,  perpetual.  It  is  usual  by 
constitutional  or  statutory  provision  to  fix  a  limit  to  the 
corporate  life.  Some  statutes  require  a  limit  to  be  fixed 
in  the  articles  of  incorporation.  Within  the  time  fixed, 
however,  the  corporation  is  said  to  have  perpetual  suc- 
cession, by  which  is  m»ant  the  power  to  provide  other 
members  in  the  place  of  those  who  drop  out.  In  the  case 
of  non-stock  companies,  this  is  usually  done  by  the  elec- 
tion of  other  members,  while  in  stock  corporations,  the 
successor  in  the  ownership  of  stock  becomes  a  member. 

Sec.  1258.  SAME  SUBJECT— CORPORATE 
ACTION  TAKEN  IN  SHAREHOLDERS* 
MEETING. — So  far  as  the  members  control  corporate 
action,  they  must  do  so  in  a  duly  called  corporate  meet- 
ing. This  meeting  must  be  called  by  the  proper  oflS- 
cers, — in  the  absence  of  other  provisions  the  directors 
have  this  authority, — ^though  it  is  usual  to  put  such 
authority  in  the  hands  of  the  president  or  secretary. 
Regular  meetings  of  shareholders  are  also  usually  pro- 
vided for  in  the  by-laws,  the  time  and  place  of  holding 
same  being  therein  designated. 

Sec.  1259.  SAME  SUBJECT— NOTICE  OF 
SHAREHOLDERS'    MEETING.— At   the   com- 
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mon  law  notice  of  corporate  meetings,  definite  as  to  day, 
hour,  and  place,  had  to  be  given  personally  to  each  share- 
holder in  order  to  make  the  meeting  valid.  In  the  ab- 
sence of  charter,  by-law  or  statutory  provision  this  is 
still  the  rule  of  summoning  the  members  to  a  corporate 
meeting.  The  matter,  however,  is  usually  regulated  by 
the  charter  or  by-laws,  which  usually  allow  notice  to  be 
given  by  publication  or  through  the  mail.  If  the  meeting 
is  a  special  one,  or  the  business  to  be  transacted  extraordi- 
nary in  character,  the  notice  must  state  what  the  business 
to  be  done  is.  No  further  notice  is  necessary  of  an  ad- 
journed meeting,  or  the  business  to  be  done  thereat, 
than  the  record  of  the  resolution  adjourning  the  meet- 
ing, after  the  time  and  place  is  fixed. 

Sec.  1260.  SAME  SUBJECT— WHAT  WILL 
CONSTITUTE  A  QUORUM.— At  common  law  if 
all  of  an  indefinite  ntunber  of  shareholders  were  duly 
notified  to  meet  to  take  corporate  action,  those  who  as- 
sembled pursuant  to  the  notice  constituted  a  quorum; 
but  by  charter,  by-law  or  statutory  provision  it  is  now 
usually  required  that  a  majority  of  the  shares  outstand- 
ing be  represented  at  the  meeting  in  order  to  constitute 
a  quorum.  It  is  held  that  members  may  vote  by  proxy, 
and  by  this  method  it  seems  that  one  member  holding 
the  proxies  of  enough  shareholders  to  make  a  majority 
of  the  shares,  may  by  himself  hold  a  corporate  meeting 
and  elect  the  officers,  provided  the  meeting  was  duly 
called.  This  is  frequently  done  by  corporations  organ- 
ized in  New  Jersey. 
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Sec.  1261-  SAME  SUBJECT— PLACE  OF 
MEETING.— In  order  to  make  a  valid  meeting  against 
shareholders  who  do  not  attend,  the  meeting  must  be 
held  within  the  state  creating  the  corporation.  But  those 
who  do  not  attend  will  be  estopped  from  denying  the 
validity  of  the  action  taken.  A  corporation  formed  by 
the  consolidation  of  two  corporations  created  in  different 
states,  may  hold  a  shareholders'  meeting  in  either  state. 

Sec.  1262.  SAME  SUBJECT  —  DIRECTORS' 
MEETING.— The  directors  must  also  act  in  a  duly 
called  meeting.  They  have  no  authority  to  bind  the 
corporation  by  their  individual  acts  done  outside  the 
corporate  meeting.  The  rules  as  to  notice  of  their  meet- 
ings are  the  same  as  in  the  case  of  ^areholders.  In 
the  absence  of  a  provision  to  the  contrary,  the  quorum 
of  the  directors'  meeting  is  a  majority  of  the  directors. 
The  directors  vote  as  individuals  and  not  according  to 
the  shares  represented  by  them,  and  they  cannot  vote  by 
proxy.  Being  agents  of  the  corporation,  there  is  no 
necessity  for  them  to  meet  within  the  state,  as  is  the 
case  with  ^areholders.  Exercising  delegated  powers 
themselves,  it  is  usual  to  say  that  they  cannot,  without 
special  authority,  delegate  their  discretionary  duties  to 
an  executive  committee.  There  are  many  cases,  how- 
ever, to  the  contrary. 

Sec.  1268.  SAME  SUBJECT— HOW  CORPO- 
RATE CONTRACTS  SHOULD  BE  EXE- 
CUTED. — The  contracts  of  a  corporation  should  be 
made  in  the  corporate  name.  Conveyances  of  land 
^ould  be  to  the  corporation  in  its  corporate  name,  and 
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likewise,  the  conveyances  of  the  corporation  should  pur- 
port to  be  granted  and  executed  by  the  corporation  in 
its  corporate  name.  Notes  by  the  corporation  should 
be  signed  by  the  corporate  name,  and  notes  payable  to 
it  should  be  made  to  it  in  the  corporate  name. 

Sec.  1264.     DISSOLUTION    OP    CORPORA- 
TIONS—METHODS   OP    DISSOLUTION.— A 
corporation  may  be  dissolved  in  the  following  ways: — 
1.  By  the  expiration  of  the  time  mentioned  in  the  dbar- 
ter.    2.  By  the  happemng  of  a  condition  or  contingency 
prescribed  by  the  charter  to  have  that  effect.    8.   By 
the  death  of  all  the  members  in  the  case  of  non-stock 
corporations, — ^but  as  in  the  case  of  a  stock  corporation, 
the  shares  of  the  deceased  members  are  distributed  as 
personal  property,  the  successors  in  ownership  becoming 
members,  the  corporate  life  is  not  affected.    4.  By  loss 
of  an  integral  part,  where  the  corporation  consists  of 
integral  parts,  without  the  power  to  replace  such  loss. 
5.  By  a  surrwider  of  the  corporate  franchise,  and  its 
acceptance  by  the  state.    It  is  said  that  acceptance  by 
tile  state  is  essential  to  dissolution,  but  this  is  cus- 
tomarily provided  for  now,  by  general  law  prescribing  a 
naethod  whereby  the  surrender  may  be  effected.    Mere 
non-user  or  insolvency  of  the  corporation  is  not  alone  a 
dissolution.    6.  By  repeal  of  the  corporate  charter  by 
the  legislature  when  the  state  has  reserved  such  power. 
7*  By  the  forfeiture  of  the  corporate  franchise  by  a  pro- 
ceeding in  the  courts  for  that  purpose,  because  of  non- 
nser,  misuser,  or  other  act  in  violation  of  the  franchise 
granted. 
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Sec.  1265.  SAME  SUBJECT  — ONE  MAN 
COMPANIES. — In  the  case  of  stock  corporations 
there  is  usually  nothing  to  prevent  one  member  from 
acquiring  all  the  shares  of  stock.  By  the  weight  of 
authority,  if  the  corporation  was  validly  created,  the 
fact  that  one  person  acquires  all  the  stock  in  good  faith 
has  no  legal  effect  upon  the  continued  corporate  ex- 
istence. However  the  stock  is  owned,  if  the  action  is  in 
the  corporate  name,  and  throu^  the  corporate  officers, 
it  is  corporate  action.  And,  on  the  other  hand,  the  indi- 
vidual acts  of  the  sole  owner  does  not  bind  the  corpora- 
tion, though  the  individual  owner  himself  might  be 
estopped  to  deny  that  such  action  was  in  effect  corporate 
action.  In  Maryland  and  Kentucky,  it  has  been  held 
that  the  ownership  of  stock  by  one  person  virtually  sus- 
p^ids  corporate  existence  during  such  sole  ownership. 

Sec  1266.  SAME  SUBJECT— EFFECT  OF 
DISSOLUTION.— The  effects  of  dissolution  are:— 1. 
Franchises  can  no  longer  be  exercised.  2.  As  to  ex- 
ecutory contracts,  involuntary  dissolution  at  common 
law  extinguished  such  contracts,  and  no  damages  could 
be  recovered  for  non-performance.  In  equity,  and  by 
statute  in  most  cases,  the  obligation  of  such  contracts 
survives,  and  may  be  enforced  against  the  corporate 
assets,  and  it  is  said  that  voluntary  dissolution  does  not 
extinguish  such  contracts.  8.  As  to  debts;  at  common 
law  debts  due  to  or  from  the  corporation  were  extin- 
guished, but  now  such  claims  are  preserved  in  equity, 
and  generally  at  law  by  statute.  4.  As  to  personal 
property;  at  common  law,  this  at  dissolution  vested  in 
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the  crown  or  state,  but  now  it  is  preserved  as  an  asset 
for  the  payment  of  creditors,  or  distribution  among  the 
shareholders  after  the  debts  are  paid.  5.  As  to  real 
property;  this  at  common  law  reverted  to  the  grantor, 
but  now  a  corporation  whose  dm^tion  is  limited  may 
take  or  grant  an  estate  in  fee,  so  that  upon  dissolution 
all  land  then  belonging  to  the  corporation  becomes  as- 
sets for  the  payment  of  debts,  and  then  for  distribution 
among  the  shareholders,  there  being  no  reversion  either 
to  the  grantor  or  to  the  state  in  the  case  of  private 
business  corporations.  In  eleemosynary  and  non-busi- 
ness corporations,  the  common  law  doctrines  of  the 
escheating  of  personal  property  to  the  state,  and  the 
reversion  of  real  property  to  the  grantor,  are  applied. 
6.  As  to  actions  at  law  by  a  corporation;  at  the  common 
law,  suits  or  actions  by  a  corporation,  abate  upon  its 
dissolution;  but  by  statute  such  a  result  is  now  pre- 
vented, by  allowing  the  representatives  of  the  defunct 
corporation  to  continue  the  actions  in  its  place.  At  the 
common  law  no  valid  judgment  could  be  rendered 
against  a  dissolved  corporation,  and  attachment  and 
garnishment  proceedings  were  terminated  by  a  dissolu- 
tion. Statutes  now  usually  provide  that  dissolution  shall 
not  abate  pending  suits,  nor  prevent  the  bringing  of 
suits  against  the  defunct  corporation.  Upon  dissolution, 
either  by  voluntary  surrender  of  the  charter,  by  repeal, 
or  by  forfeiture,  statutes  usually  provide  either  that  the 
corporation  shall  itself  continue  to  exist  for  a  certain 
time  in  order  to  wind  up  its  affairs,  or  that  a  receiver 
shall  be  appointed  for  such  purpose. 
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CHAPTER  IV- 

COEPOEATE  POWEES  AND  LIABILITIES. 

Sec.  1267.  POWERS  IN  GENERAL— THE- 
ORIES  OP  CORPORATE  CAPACITY.— There 
are  two  general  theories  of  corporate  capacity,  though 
the  one  may  be  said  to  be  rather  an  exception  to  the 
other  theory  than  a  rule  in  and  of  itself.  These  are: 
1.  The  theory  that  a  corporation  has  only  special  ca- 
pacity— ^that  is,  that  it  has  such  powers,  and  only  such, 
as  are  expressly  granted  or  necessarily  implied  from 
those  granted,  all  other  powers  being  excluded.  2. 
General  capacity,  by  whidi  is  meant  the  doctrine  that 
a  corporation  once  duly  created  has  all  the  powers  and 
capacities  of  a  natural  person,  so  far  as  they  can  be 
exercised  by  an  artificial  person.  While  the  rule  of 
special  capacities  is  almost  universally  adhered  to  in 
this  country,  there  is  a  tendency  in  the  decisions  of  the 
state  courts,  where  no  public  interest  or  policy  is  specially 
involved,  and  creditors'  rights  are  not  affected,  to  allow 
a  corporation  practically  a  general  power  to  do  almost 
everything  and  in  every  way  an  individual  could  do  it, 
within  the  field  covered  by  the  business  engaged  in  by 
the  corporation.* 

•Thomas  v.  Railroad  Co.,  101  U.  S.  71 ;  Byrne  v.  Mfg.  Co., 
66  Com.  886;  Downing  v.  Road  Co.,  40  N.  H.  880;  Ashbary, 
etc.,  Co.  V.  Riche,  L.  R.  9  Exch.  884;  9  Exch.  84. 
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Sec  1268.  CLASSIFICATION  OF  CORPO- 
RATE POWERS.— Corporate  powers  are  of  three 
kkids  or  classes:  1.  IncidentaL  2.  Express.  8.  Im- 
plied. The  incidental  powers  are  such  as  are  annexed 
tacitly  without  any  express  words  to  any  corporation 
duly  created.  They  include;  the  power  to  have  per- 
petual succession  for  the  period  designated;  to  have 
a  corporate  name,  and  to  contract,  grant,  receive,  sue 
and  be  sued  therein;  to  purdiase  and  hold  personal  and 
real  property  necessary  to  the  enterprise;  to  have  and 
use  a  corporate  seal;  to  make  by-laws;  and  to  remove 
members  or  officers  under  some  circumstances.  (2  Eoit^ 
Com.  277-8.) 

2.  Express  powers  are  such  as  are  specifically  enum- 
erated in  the  charter  or  general  law,  and  constitutionally 
granted  therein,  together  with  such  as  are  lawfully  in- 
serted in  the  articles  of  incorporation. 

3.  Implied  powers  are  such  as  are  reasonably  neces- 
sary or  proper  for  the  execution  of  the  powers  expressly 
granted,  and  not  expressly  or  impliedly  excluded.  In 
this  connection,  necessary  does  not  mean  indispensable, 
but  does  include  that  which  is  convenient  and  usual  in 
carrying  out  the  express  powers. 

Sec.  1269.  SAME  SUBJECT  —  GENERAL 
RULES  FOR  THE  CONSTRUING  OP  CORPO- 
RATE CHARTERS.— These  are:  1.  The  legislative 
intention  is  to  be  ascertained,  if  possible,  and  given  full 
effect.  2.  The  language  used  is  to  be  construed  neither 
strictly  nor  liberally,  but  acoordmg  to  its  fair  import 
8.  Words  are  to  be  given  their  ordinary  meaning  unless 
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custom  or  usage  has  given  them  a  different  one.  4*  The 
whole  law  is  to  be  considered,  but  the  enumeration  of 
certain  powers,  by  implication,  excludes  all  other  un- 
necessary powers.* 

5.  When  the  question  is  one  between  the  state  and 
the  corporation,  or  when  the  public  interest  is  involved, 
a  strict  construction  against  the  corporation,  and  in 
favor  of  the  state  will  be  applied.  And  if  the  charter  is 
silent  about  a  power  it  does  not  exist;  and  where  the 
language  used  is  susceptible  of  two  meanings,  that  con- 
struction is  to  be  adopted  which  will  work  the  least  barm 
to  the  state.t 

Sec.  1270.  PARTICULAR  POWERS— POWER 
TO  CONTRACT.— The  validity  of  corporate  con- 
tracts may  be  determined  by  investigating  as  to  three 
essential  things;  these  are:  1.  Did  the  corporation 
have  power  to  make  the  contract  in  question?  2.  Was 
it  made  by  an  authorized  agent?  8.  Was  it  made  in 
the  proper  form? 

Sec  1271.  SAME  SUBJECT— POWER  TO 
CONTRACT  DEBTS  AND  BORROW  MONEY. 
— ^A  corporation  may  contract  debts  to  any  extent  for  its 
corporate  purposes  that  its  credit  will  allow,  unless 
statutes  expressly  forbid.     Statutes  frequently  fix  the 

♦Shoe  Mfg.  Co.  V.  Sheldon,  44  Neb.  279;  State  v.  Payne, 
129  Mo.  468;  Black  v.  Canal  Co.,  24  N.  J.  Eq.  474;  Bank  v. 
Billings,  4  Pet.  514;  Bank  v.  Baldwin,  23  Minn.  198;  Case  v. 
Kelley,  183  U.  S.  21 ;  Talmadge  v.  Pell,  7  N.  Y.  828. 

tStourbridge  Canal  Co.  v.  Wheeley,  2  B.  &  A.  792;  Ros»- 
Meehan,  etc.,  Co.  v.  IrQn  Co.,  72  Fed.  967;  Whitaker  v.  Canal 
Co.,  87  Pa.  St  84. 
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limit  as  to  the  amount  that  may  be  borrowed,  and  in 
such  case  one  who  has  loaned  money  to  the  corporation 
in  excess  of  the  fixed  limit  cannot  recover  the  excess; 
but  one  who  in  good  faith  loans  money  after  the  cor- 
poration had  already  borrowed  up  to  the  limit  can  re- 
cover if  he  had  no  knowledge  of  the  fact.  It  has  been 
held  that  a  corporation  cannot  borrow  money  for  the 
purpose  of  purchasing  its  own  shares. 

Sec  1272.  SAME  SUBJECT— POWER  TO 
ISSUE  NEGOTIABLE  INSTRUMENTS.— 
Whenever  it  is  a  necessary  or  convenient  method  of  con- 
ducting their  proper  business,  corporations,  through 
agents  having  express  or  implied  authority  to  bind  the 
corporation,  have  the  power  to  issue  any  form  of  nego- 
tiable instnunents.  But  they  have  no  power  unless  ex- 
pressly authorized  to  deal  in  notes  or  bonds.  If  a  cor- 
poration has  power  to  issue  a  promissory  note  for  any 
purpose,  a  bona-fide  holder  for  value,  having  no  knowl- 
edge or  want  of  authority  of  the  agent  or  of  other  irreg- 
ularity, or  that  it  was  issued  for  an  ultra  vires  purpose, 
will  be  protected. 

Sec.  1278.  SAME  SUB JECT— POWER  TO 
ISSUE  ACCOMMODATION  PAPER.— There  is 
no  implied  power  to  issue  or  indorse  negotiable  instru- 
ments for  the  mere  acconmiodation  of  an  outside  party; 
but  if  it  is  done  by  a  corporation  having  authority  to 
issue  promissory  notes,  a  bona-fide  purchaser  without 
knowledge  of  the  fact  will  be  protected. 

Sec.  1274.  SAME  SUBJECT— POWER  TO 
BE  SURETY  OR  GUARANTOR.— Corporations 
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have  no  implied  power  to  become  sureties  or  guarantors, 
though  it  has  been  held  that  if  all  the  shareholders  agree» 
and  bona-fide  creditors'  rights  are  unaffected,  the  guar- 
anty will  be  binding.  There  are  also  weU-defined  ex- 
ceptions to  the  general  rule;  for  example,  a  corporation 
holding  the  securities  of  another  party  hss  the  right  to 
dispose  of  them,  and  guarantee  their  payment  in  the 
ordinary  course  of  business;  so  also  a  railway  company 
may  guarantee  the  payment  of  bonds  and  interest  of  a 
company  whose  road  it  is  authorized  to  lease. 

Sec.  1275.  SAME  SUBJECT— POWER  TO 
FORM  PARTNERSHIPS.— The  general  rule  is 
that  a  corporation  has  no  power  to  form  a  partnership 
imless  expressly  authorized;  the  reason  being,  that  it 
would  necessarily  give  to  some  one  outside  of  the  cor- 
poration, as  the  other  partners,  a  power  of  management 
over  the  corporation,  which  would  be  inconsistent  with 
its  duty  to  the  state.  Of  course,  the  corporation  may  be 
expressly  authorized  to  enter  into  a  partnership,  and 
in  California  it  has  been  held  that  if  the  management 
was  left  entirely  to  the  corporation,  rt  might  be  a  partner. 

Sec.  1276.  SAME  SUBJECT— POWER  TO 
ENTER  INTO  TRADE  COMBINATIONS.— In 
regard  to  pools  between  connecting  lines  of  railroads, 
^diere  a  division  of  earnings  is  made  for  throu^  traffic, 
if  the  rates  established  are  not  unreasonable,  such  trans- 
actions have  been  considered  vaUd.  But  if  they  are  es- 
tablished between  competing  lines,  and  for  the  purpose 
of  preventing  competition,  they  are  prima  facie  invalid. 
Though  in  New  England  and  New  Hampshire  they 
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have  been  held  valid  if  the  rates  agreed  upon  were  not 
unreasonable.  The  United  States  Anti-Trust  Act  of 
1890  forbids  pooling  between  competing  lines,  whether 
the  rates  fixed  by  the  pooling  combination  are  reason- 
able or  unreasonable,  and  in  a  late  case  this  Act  has  been 
upheld  and  such  a  combination  or  pooling  of  interest 
between  competing  roads  prevented. 

Other  trade  combinations  which  restrain  trade  and 
competition,  or  which  restrain  or  prevent  a  corporation 
from  controlling  itself  through  the  oflScers  provided  in 
the  organization  of  the  company,  are  void,  for  two  rea- 
sons: 1.  All  contracts  in  restraint  of  trade,  with  some 
exceptions,  are  void  and  iminforceable,  whether  made 
between  individuals^  partnerships,  or  corporations.  2. 
Because  corporate  authority  is  a  franchise  granted  by 
the  state  for  a  definite  purpose  to  be  exercised  in  the 
way  prescribed,  and  subject  to  forfeiture  by  the  state 
if  it  is  not  carried  out  in  accordance  with  the  grant.  So 
that  if  the  corporation  abdicates  its  power  to  manage 
itself,  by  becoming  a  member  of  such  a  combination, 
the  state  may,  by  qvo  warrantOj  proceed  to  take  away 
its  charter.  Such  contracts  to  combine,  at  common  law, 
were  not  criminal  or  tortious,  but  merely  uninf  orcible. 
The  federal  government,  by  act  of  Congress,  as  to  inter- 
state and  foreign  commerce,  and  most  of  the  states,  have 
by  their  anti-trust  acts  made  such  combinations  both 
tortious  and  criminal,  so  that  those  who  may  become 
members  are  subject  to  a  penalty  in  favor  of  the  state, 
and  liable  to  damages  to  the  one  injured  thereby. 
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Sec  1277.  SAME  SUBJECT— POWER  TO 
FORM  UNINCORPORATED  TRUSTS.  —  The 

original  form  of  a  trust  combination  was  for  the  share- 
holders of  a  corporation  to  place  their  shares  in  the 
hands  of  trustees  to  be  voted  by  them  and  receive  from 
the  trustees,  trust  certificates  insftead  of  their  shares;  the 
duties  of  the  trustees,  in  a  general  way,  were  stated  in 
a  deed  of  trust,  enabling  the  trustees  through  their  own- 
ership of  the  stock  and  power  to  vote  it,  to  control  all 
of  the  corporations  whose  shareholders  had  so  placed 
their  stock  in  trust.  Such  transactions,  when  for  the 
purpose  of  creating  a  monopoly,  have  been  held  illegal 
and  void. 

Sec.  1278.  SAME  SUBJECT— INCORPORAT- 
ED TRUSTS. — Another  form  of  combination  or  trust 
is  obtained  by  one  corporation  purchasing  the  shares 
of  other  corporations,  and  issuing  its  own  shares  in  pay- 
ment thereof.  This  enables  the  shareholders  of  any  num- 
ber of  corporations  in  effect  to  combine  their  interests 
in  such  a  way  as  to  confer  the  sole  power  of  manage- 
ment of  all  of  them  in  the  hands  of  one  corporation. 
In  Illinois,  where  corporations  may  be  formed  for  any 
lawful  purpose,  it  was  held  that  a  corporation  formed 
for  a  purpose  of  this  kind,  which  practically  resulted 
in  a  monopoly  of  the  gas  business  of  Chicago,  was  illegal 
and  void,  and  could  be  dissolved  by  the  state,  though 
apparently  there  was  a  perfect  compliance  with  the  pro- 
visions of  the  law.  New  Jersey,  on  the  other  hand,  holds 
that  courts  have  no  authority  to  declare  such  a  corpora- 
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tion  illegal,  so  long  as  the  state  legislature  has  not  ex- 
pressly made  them  illegal. 

Sec,1279.  SAME  SUBJECT— POWER  TO 
CONSOLIDATE.— By  consolidation  is  meant  a 
merger,  miion,  or  amalgamation,  by  which  the  stock  of 
two  or  more  corporations  is  made  one;  then:  property 
and  franchises  combined  into  one;  their  names  merged, 
and  their  powers  combined  so  that  practically  one  new 
corporation  results.  Consent  of  the  state  and  consent 
of  the  shareholders  are  essential  to  any  consolidation. 
By  tiie  weight  of  authority,  under  a  reserve  power  to 
alter  or  amend  the  charter,  the  majority  of  the  mem- 
bers may  consent  to  a  consolidation  against  the  wishes 
of  the  minority;  if  the  state  has  not  reserved  the  power 
to  amend,  unanimous  consent  of  the  members  is 
necessary. 

By  such  consolidation  the  old  companies  are  usually 
dissolved,  their  property  becomes  that  of  the  new  com- 
pany, but  their  liabilities  continue  against  the  old  com- 
panies, although  they  are  also  usually  enforceable 
against  the  new  company.  Lands  of  the  consolidating 
companies  vest  by  virtue  of  consolidation  in  the  new 
company  without  further  conveyance.  As  a  rule  the 
contract  rights  of  the  old  companies  pass  to  the  new, 
and  it  must  perform  the  contract  duties  of  the  old  com- 
panies. The  new  company  is  liable  for  the  debts  of  the 
old  companies  to  the  extent  of  property  received  from 
them,  and  if  expressly  assumed,  to  their  full  extent;  it 
is  usually  held  liable  for  the  torts  of  the  old  companies 
also.    In  inter-state  consolidation,  the  new  company  is 
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held  to  exist  as  a  new  company  in  each  state,  with  the 
powers,  rights,  and  frandiises  that  the  constituent  com- 
pany had  in  that  state,  but  not  those  that  belonged  to 
the  companies  created  in  another  state. 

Sec.  1280.  SAME  SUBJECT— POWER  TO 
HOLD  AND  ACQUIRE  REAL  PROPERTY.— 
At  the  common  kw,  it  has  been  said,  a  corporation  had 
the  power  to  acquire  real  property  to  an  unlimited  ex- 
tent, but  in  this  country  it  is  generally  held  that  corpora- 
tions have  the  right  to  purchase  and  hold  only  such  real 
property  as  is  necessary  or  convenient  to  carry  out  their 
legitimate  purposes.  If  a  conveyance  of  real  estate  to 
the  corporation  is  executed,  none  but  the  state  can  after- 
wards complain,  and  it  can  only  do  so  in  a  quo  warranto 
proceeding  to  forfeit  charter,  unless  some  statute  author- 
izes the  conveyance  to  be  set  aside,  or  the  land  escheated 
to  the  state.  If  the  conveyance  is  not  completed  an  in- 
terested party  may  object  in  any  suit  by  the  corporation 
to  perfect  its  title;  and  a  court  of  equity  will  not  decree 
a  specific  performance  of  a  contract  to  convey  land 
which  the  corporation  had  no  authority  to  hold.  A  cor- 
poration may  take  any  estate  in  land  except  an  estate  in 
joint  tenancy,  or  such  as  dower,  courtesy,  or  tenancy  in 
tail,  etc.  A  grant  of  a  freehold  to  a  corporation  with- 
out words  of  inheritance  or  succession,  will  pass  a  fee 
to  a  corporation  aggregate,  and  this  is  so  though  the 
life  of  the  corporation  is  limited. 

Sec.  1281.  SAME  SUBJECT— POWER  TO 
TAKE  BY  DEVISE.— Corporations  were  expressly 
excepted  in  the  English  statute  of  Wills,  and  conse- 
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quently  lands  could  not  be  devised  to  them.  But  in  this 
country,  in  the  absence  of  a  special  statute  to  the  con- 
trary, they  are  capable  of  taking  a  devise  of  land  for  any 
purpose  necessary  in  carrying  on  their  business.  In 
some  of  the  states  there  is  a  limit  set  as  to  the  amount 
which  may  be  devised  to  them.  In  New  York  it  is  held 
tJiat  a  devise  in  excess  of  this  fixed  amount  is  void  as 
to  the  excess,  and  the  next  of  kin  or  residuary  heirs  or 
kgatees  may  claim  such  excess;  by  the  weight  of  author- 
ity, however,  it  is  held  that  only  the  state  can  complain 
of  \he  lack  of  authority  to  take  such  devises,  as  in  other 
matters. 

Sec-  1282.  SAME  SUBJECT— POWER  TO 
ACQUIRE  PERSONAL  PROPERTY.— It  is  the 
general  rule  that  a  corporation  can  only  acquire  such 
personal  property,  both  as  to  amount  and  kind,  as  is 
reasonably  necessary  for  the  corporate  purposes;  but 
there  is  no  limit  to  the  amoimt  of  personal  property 
that  may  be  acquired  by  a  corporation  through  the 
profits  made  in  carrying  on  Hie  corporate  enterprise. 

Sec.  1288.  SAME  SUBJECT— POWER  TO 
ACQUIRE  ITS  OWN  SHARES.— In  the  United 
States  by  the  weight  of  authority,  perhaps,  a  corpora- 
tion is  allowed  to  purchase  its  own  shares,  so  long  as  the 
security  of  creditors  is  not  impaired  thereby.  There  is 
no  doubt  that  it  may  do  so  in  order  to  prevent  loss  to 
the  company.  In  England,  however,  and  in  many  of 
the  states,  the  rule  is  otherwise. 
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Sec.  1284.  SAME  SUBJECT— POWER  TO 
ACQUIRE  STOCK  IN  OTHER  CORPORA- 
TIONS.— It  is  the  general  rule  in  the  United  States 
that  one  business  corporation  has  no  general  implied 
authority  to  acquire  or  hold  stock  in  another  such  cor- 
poration, organized  either  for  a  aimflar  or  a  different 
purpose,  as  an  investment,  for  speculation,  or  for  the 
purpose  of  controlling  or  managing  sudi  corporation. 
The  English  rule  is  to  the  contrary,  and  this  is  followed 
in  some  American  cases.  When  it  is  necessary  to  pre- 
vent loss,  or  secure  the  payment  of  a  debt,  such  stock 
may  be  taken ;  and  it  is  held  that  a  parent  company  may 
acquire  the  stock  of  a  branch  company.  So  likewise, 
it  is  said,  that  authority  to  consolidate,  implies  a  power 
to  purchase  the  stock  of  the  company  with  which  the 
ccHisolidation  is  to  be  made. 

Sec.  1285.  SAME  SUBJECT— POWER  TO 
ALIENATE  PROPERTY.— In  the  ordinary  course 
of  business,  corporations  have  full  power  to  sell  or  dis- 
pose of  their  property  if  creditors,  dissenting  share- 
holders and  the  public  are  not  injuriously  affected 
thereby.  If  the  corporation  is  a  failing  one,  the  major- 
ity may,  against  the  consent  of  the  minority,  dispose  of 
all  its  property,  for  the  purpose  of  closing  out  its  busi- 
ness and  paying  creditors,  but  not  in  other  cases.  Sudi 
property  as  is  charged  with  a  public  trust,  or  whidi  is 
essential  to  the  performance  of  \he  duties  the  corpora- 
tion owes  to  the  public,  cannot  be  sold  so  as  to  prevent 
the  performance  of  such  duties.  The  corporate  fran- 
diise  cannot  be  disposed  of  without  special  authority. 
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and  when  that  is  given,  the  theory  is,  the  sale  of  it  is  in 
effect  a  surrender  to  the  state,  and  a  re-granting  of  it 
by  the  state  to  the  purdiaser,  who  takes  it  subject  to  the 
provisions  of  the  law  as  they  exist  at  the  time  of  tiie 
purchase.  The  power  to  mortgage  is  co-extensive  with 
the  power  to  seH. 

Sec  1286.  SAME  SUBJECT— POWER  TO 
ACT  IN  A  PERSONAL  RELATION.— A  corpo- 
ration may  take  property  that  it  has  power  to  own  in 
trust,  and  administer  the  trust  according  to  its  terms. 
In  some  states  it  is  held  that  a  corporation  may  be  an 
executor,  administrator,  or  guardian,  and  now  they  are 
frequ^ytly  authorized  to  assume  such  personal  relations 
by  statute.  They  also  may  be  an  agent  or  attorney  in 
fact. 

Sec.  1287.  SAME  SUBJECT— RIGHT  TO 
SUE. — ^At  common  law  a  corporation  has  the  right  to 
sue  anywhere  it  can  find  the  defendant  and  serve  him 
with  process.  In  this  country  the  states  may  impose 
restrictions,  and  exclude  foreign  corporations  from 
suing  in  the  state  courts  except  as  to  matters  involving 
inter-state  or  foreign  commerce;  but  no  state  can  ex- 
clude a  foreign  corporation  from  suing  in  the  federal 
courts.  Federal  corporations  also  have  the  right  to  sue 
in  the  federal  courts. 

Sec  1288.  SAME  SUBJECT  —  SUITS 
AGAINST  CORPORATIONS.— For  the  purposes 
of  being  sued  in  the  United  States  courts,  as  well  as 
bringing  suits,  a  corporation  is  ccmdusively  presumed  to 
be  a  citizen  of  the  State,  and  an  inhabitant  of  the  dis- 
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trict,  in  which  it  is  incorporatecL  Alien  oorporations, 
that  is,  such  as  are  formed  under  foreign  governments, 
may  be  sued  in  the  federal  coiui;s  in  the  district  wherein 
they  may  be  found  domg  business.  Corporations  of 
other  States  may  be  sued  in  any  Sta)te  where  they  may 
be  found  doing  business,  if  proper  service  of  process  can 
be  miCde  upon  them.  It  has  been  held  that  a  corporation 
will  be  considered  as  doing  business  within  a  State,  when 
a  traveling  saleanan  is  within  the  State  taking  orders  for 
its  goods,  and  that  service  of  process  may  be  made  upon 
him  in  suits  arising  out  of  business  done  with  the  corpo- 
ration  through  him.  It  is  usual  to  say  that  the  corpora- 
tion must  be  engaged  in  business  in  the  State,  and 
that  the  agent  stands  in  some  representative  char- 
acter to  the  company  in  order  to  make  the  service  of 
process  valid,  and  judgment  thereon  effective  against  the 
corporation.  Service  upon  an  officer  of  the  corporation 
temporarily  within  the  state  is  not  usually  sufficient.* 

Sec.  1289.  SAME  SUBJECT  —  PLEADING 
CORPORATE  EXISTENCE.— The  courts  are  in 
conflict  as  to  the  necessity  of  alleging  corporate  exist- 
ence; one  line  of  auihorities  holding  that  the  plaintiff  cor- 
poration must  always  allege  itsdf  to  be  such,  while  an- 


♦Bank  of  Augusta  v.  Earle,  18  Pet.  619;  Livery  Co.  ▼.  Wat- 
son, 10  Mass.  91 ;  Henriques  v.  West  India  Co.,  S  Ld.  Raym. 
168«;  St.  Clair  v.  Cox,  106  U.  S.  860;  Lafayette  Ins.  Co.  v. 
French,  18  How.  404;  Emerson  v.  Machine  Cp.,  61  Mich.  6; 
Wilson  V.  Fire  Alarm  Co.,  149  Mass.  24;  Gibbs  v.  Ins.  Co., 
68  N.  Y.  114;  Newell  v.  Railway  Co.,  19  Mich.  886;  HiHer  v. 
Raihoad  Co.,  70  N.  Y.  288. 
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other  line  holds  exactly  the  contrary.  Again,  one  Une  of 
authorities  holds  that  in  a  suit  against  the  corporation, 
the  plaintiff  must  allege  that  the  defendant  is  a  corpora- 
tion; ¥7faile  others  hold  just  the  reverse.  So,  also,  one 
line  of  authorities  hold  that  pleading  the  general  issue, 
or  a  general  denial,  raises  the  question  of  corporate  ex- 
istence; others  hold  that  it  does  not. 

Sec  1290.  SAME  SUBJECT— THE  RIGHT 
TO  HAVE  A  SEAL.~At  common  law  it  wm  the 
general  rule  that  a  corporation  could  contract  only  under 
its  corporate  seal.  But  the  rule  is  now  otherwise,  and  a 
corporation  is  not  required  to  contract  under  its  corpo- 
rate seal  in  any  other  case  than  an  individual  would  be 
required  to  do  so.  Signing  is  now  generally  held  of 
more  importance  than  sealing,  although  at  common  law 
sealing  without  signing  was  sufficient.  Any  device 
adopted  by  the  corporation  as  a  seal  will  be  sufficient.  If 
the  seal  alone  is  present  it  must  be  proved  to  be  the  cor- 
porate seal.  When  a  contract  is  shown  to  have  been  exe- 
cuted by  the  proper  officer,  with  authority,  any  seal  wiU 
be  presumed  to  be  the  corporate  seal.  The  presence  of 
the  corporate  seal  is  prima  facie  evidence  of  the  agent's 
authority,  and  the  regularity  of  the  corporation's  action. 
The  seal  is  also  said  to  be  evidence  of  a  valid  and  suffi- 
cient consideration,  but  it  does  not  now  exclude  inquiry 
into  those  matters.  The  presence  of  the  corporate  seal 
on  negotiable  instruments  does  not  destroy  their  nego- 
tiability. 

Sec  1291.  SAME  SUBJECT  —  CORPORA- 
TION'S POWER  TO  MAKE  BY-LAWS.— A  by- 
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law  signifies  a  regulation  adopted  by  the  corporation  in 
regard  to  the  relation  of  shareholders  and  officers  to  the 
corporation,  or  prescribing  the  functions  of  officers,  the 
times  and  places  of  corporate  meetings,  etc.  The  power 
to  make  by-laws  is  incidental  to  corporate  existence,  and 
resides  in  the  shareholders,  unless  otherwise  provided. 
This  authority  may  be  conferred  upon  the  directors.  In 
the  absence  of  special  statutory  authority,  there  is  no 
power  to  make  a  by-law  providing  for  the  forfeiture  of 
abasres  for  non-payment,  or  to  prevent  the  transfer  of 
dmres,  or  to  create  a  lien  upon  shares  that  will  be  effec- 
tive against  transferees  without  notice,  or  for  the  expul- 
sion of  members  in  a  corporation  having  a  capital  stock. 
In  g^ieral,  to  be  valid,  by-laws  must  be  reasonable; 
ccmf  orm  to  the  charter  and  State  statute  and  the  com- 
mon law;  and  must  operate  uniformly  and  not  be  in  re- 
straint of  trade.  They  cannot  modify  vested  rights, 
change  terms  as  to  dividends,  increase  or  decrease  liabil- 
ity of  t^areholders,  or  enlarge  the  corporate  powers. 
Members,  but  not  third  parties,  are  presumed  to  have 
notice  of  their  provisions.* 


♦Flint  ▼.  Pierce,  99  Mass.  68;  Cahill  v.  Ins.  Co.,  2  Doug. 
(Mich.)  124;  Sutton's  Hospital  Case,  10  Coke,  2Sa;  Haven 
V.  Asylum,  18  N.  H.  682;  Burden  v.  Burden,  40  N.  Y.  Supp. 
499;  Brewster  v.  Hartley,  87  Cal.  16;  State  v.  Overton,  24 
N.  J.  Law  486;  Matthews  v.  Associated  Press,  186  N.  Y.  888; 
Kent  V.  Mining  Co.,  78  N.  Y.  169;  Budd  v.  Multnomah  St.  Ry. 
Co.,  16  Or.  418;  People  ▼.  Young  Men's  Soc,  41  Mich.  67; 
Driscoll  ▼.  Mfg.  Co.,  69  N.  Y.  96;  Presbyterian,  etc.,  Fund  v. 
Allen,  106  Ind.  693;  Rathbun  v.  Snow,  128  N.  Y.  848. 
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Sec.  1292.  CONCERNING  THE  DOCTRINE 
OF  ULTRA  VIRES  —  MEANING  OF  THE 
TERM. — UUra  vires  litemlly  means  beyond  the  power. 
In  its  application  to  corporation  law  it  means  beyond  the 
authority  of  the  corporation;  thus,  though  the  corpora- 
tion may  have  the  power  to  do  an  act,  yet  if  it  has  not  the 
rightful  authority  to  do  it,  sudi  act,  if  done,  is  uUra  xnres. 
When  there  is  no  authority  to  do  an  act,  ther^  is  no  au- 
thority to  ratify  it,  even  if  all  the  shareholders  should 
consent.  There  are  several  theories  as  to  the  eflfeot  of  an 
ultra  xnres  act;  thus,  by  some  authorities  such  acts  are 
held  void  absolut-ely,  while  others  regard  them  as  void- 
able only.  The  reason  for  holding  ultra  vires  acts  of  a 
corporation  void  or  voidable  are  diiefly :  1.  The  interest 
of  the  public  requires  that  the  corporation  shall  not  be 
allowed  to  transcend  the  powers  granted.  2.  The  inter- 
ests of  ihe  shareholders  require  that  the  capital  i^all  not 
be  subjected  to  risks  in  enterprises  not  contemplated  by 
the  charter.  8.  The  obligation  rests  upon  every  one  con- 
tracting with  a  corporation  to  take  notice  of  the  legal 
limitations  upon  its  powers.  The  doctrine  of  ultra  vires 
is  now  confined  almost  exclusively  to  contracts,  and  is 
not  applied  in  the  law  of  torts  to  excuse  negligent  ac- 
tions.* 


*For  cases  holding  an  ultra  vires  act  void,  see,  Franklin  Co. 
V.  Lewiston,  etc.,  68  Me.  48;  Bank  v.  Jones,  96  N.  Y.  116; 
Davis  V.  Railroad  Co.,  181  Mass.  268;  Thomas  v.  Railroad  Co., 
101  U.  S.  71 ;  Miller  v.  Ins.  Co.,  92  Tenn.  167;  Ry.  Co.  v.  Keo- 
kuk &  H.  Bridge  Co.,  181  U.  S.  871. 

For  cases  holding  them  voidable,  see  Whitney  Arms  Co.  v. 
Barlow,  68  N.  Y.  62;  127  N.  Y.  262;  Kadish  v.  Assoc.,  161  Dl. 
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Sec.  1298.  SAME  SUBJECT— AS  TO  EXE- 
CUTED CONTRACTS.— As  a  general  rule,  ultra 
vires  contracts,  when  fully  executed  by  both  parties,  will 
not  be  disturbed  upon  complaint  of  either  party;  the 
court  will  leave  the  parties  as  it  finds  them.  Thus  one 
who  has  sold,  received  payment  for,  and  conveyed  land 
to  a  corporation,  cannot  sue  to  rescind  the  conveyance  on 
the  ground  that  the  corporation  had  no  power  to  pur- 
chase; nor  can  the  corporation  rescind  the  purchase  and 
recover  what  had  been  paid.t 

Sec.  1294.  SAME  SUBJECT— EXECUTORY 
CONTRACTS. — Ultra  vires  contracts  wholly  execu- 
tory, that  is,  not  performed  by  either  party,  may  be  re- 
pudiated by  either  party  to  the  contract.  In  fact,  it  is 
usually  said  to  be  the  duty  of  either  party  to  withdraw 
from  it,  and  when  this  is  done  no  action  for  breach  wiU 
lie,  and  an  equity  court  will  not  decree  specific  perform- 
ance.   (Nassau  Bank  v.  Jones,  96  N.  Y.  116.) 

Sec.  1296,  SAME  SUBJECT— PARTIALLY 
EXECUTED  CONTRACTS.— Where  an  ultra 
vires  contract  is  only  partially  executed,  there  iire  two 
general  views  as  to  its  legal  effect.    The  rule  maintained 

681 ;  Day  v.  Buggy  Co.,  57  Mich.  161 ;  91  Mich,  861 ;  Wright 
V.  Hughes,  119  Ind.  824;  Woolen  Co.  v.  Lftmb,  148  Mass.  420; 
Seymour  v.  Society,  64  Minn.  147.  These  cases  hold  that  the 
%jitra  vires  act  of  the  corporation  may  not  be  so  far  contrary 
to  public  policy  and  illegal  as  to  preyent  an  action  being  founded 
on  it  in  any  case,  and  that  where  it  would  be  unjust  to  allow 
the  plea  of  ultra  vires  to  prevail  for  mere  want  of  authority  in 
the  corporation  to  do  the  act,  it  may  be  disregarded. 
fLong  V.  Railway  Co.,  91  Ala.  619. 
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in  England,  in  tiie  Supreme  Court  of  \he  United  States, 
and  in  several  States  is,  that  such  a  contract  is  absolutely 
void  as  to  its  obligation  and  no  action,  in  any  form,  can 
be  maintained  upon  it.  But,  if  the  person  who  has  per- 
formed his  part,  has  parted  with  anything  of  value,  this 
may  be  recovered  of  the  other  party  in  any  form  of 
action  proper  for  such  purpose,  as  for  an  accounting.^ 

The  other  view,  held  by  the  great  majority  of  the 
State  courts,  is  tiiat  the  person  who  has  not  yet  per- 
formed his  part,  but  who  accepts  and  retains  any  of  tiie 
benefits  received  from  the  other  party  is  thereby 
estopped  from  denying  the  validity  of  the  contract,  and 
consequently  it  is  enforceable  according  to  its  terms  by 
the  other  party.f 

Sec.  1296.  SAME  SUBJECT— WHO  MAY 
COMPLAIN  OF  ULTRA  VIBES  CONTRACT. 
— Those  who  are  entitled  to  complain  against  the  en- 
forcement or  carrying  out  of  an  ultra  vires  contract  en- 
tered into  by  a  corporation,  are:    1.  The  State,  if  the 


♦Northwestern  Union  Packet  Co.  v.  Shaw,  87  Wis.  666; 
Day  V.  Biiggy  Co.,  87  Mich.  146;  Davis  v.  Raiboad  Co.,  181 
Mass.  S58;  Bank  v.  Townsend,  139  U.  S.  67;  Brown  y.  Atchi- 
son, 89  Kan.  87;  Moore  v.  Tanning  Co.,  60  Vt.  469. 

t  Nassau  Bank  y.  fJones,  96  N.  Y.  116;  s.  c.  1  Cumming, 
Cas.  Priv.  Corp.  298;  BisseU  v.  Railroad  Co.,  22  N.  Y.  269; 
Whitney  Anps  Co.  v.  Barlow,  68  N.  Y.  62;  Bradley  v.  Ballard, 
66  m.  418;  Brewing  Co.  v.  Flannery,  187  111.  809;  Bank  v. 
Co.,  90  Mich.  660;  Slater  Woolen  Co.  v.  Lamb,  148  Mass.  420; 
Wright  V.  Hughes,  119  Ind.  824;  Wright  v.  Pipe  Line  Co., 
101  Pa.  St  204;  Seymour  v.  Soc.,  64  Minn.  147;  66  N.  H. 
100;  68  Conn.  219. 
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public  is  aflfecled.  2.  The  parties,  except  as  limited  in 
the  preceding  sections.  8.  Shareholders  may  enjoin  the 
completion  of  an  ultra  vires  contract  which  is  executory, 
and  in  some  cases  may  have  an  executed  ultra  vires  con- 
tract set  aside,  if  they  act  promptly.  4.  Creditors  of  the 
corporation  cannot  usually  complain,  but  where  the  ultra 
vires  contract  would,  if  performed,  make  the  corporation 
insolvent,  it  has  been  held  that  a  creditor  can  enjoin  its 
performance.  Outside  parties,  though  they  might  be  in 
some  way  affected  by  the  ultra  vires  contract  cannot  en* 
join  its  performance. 

Sec.  1297.  LIABILITY  OF  CORPORATIONS 
FOR  TORTS  AND  CRIMES.— Corporations  are 
held  lial^le  for  torts  substantially  as  the  master  is  held 
liable  for  the  torts  of  his  servants  while  engaged  m  the 
master's  business.  The  managers  of  the  corporation  are 
regarded  as  being  practically  the  corporation,  since  the 
whole  of  the  corporate  duties  are  vested  in  them.  The 
corporation  can  only  act  through  its  represaitatives,  and 
for  their  torts  committed  while  acting  in  behalf  of  the 
corporation,  the  corporation  is  held  responsible.  Thus  a 
corporation  has  been  held  liable  for  damages  for  an  as- 
sault, battery,  false  imprisonment,  libel,  malicious  prose- 
cution, fraud,  deceit,  conspiracy,  trespass,  nuisance,  neg- 
ligence, etc.,  conunitted  by  its  representatives  while  act- 
ing for  it.  It  is  said  that  a  corporation  is  not  liable  for 
slander,  because  slander  cannot  be  c(»mnitted  by  an 
agent,  but  this  does  not  appear  logical  or  right.  By  the 
weight  of  authority  a  corporation  is  liable  for  torts  aris- 
ing from  a  busmess  or  aet  that  k  vUra  vires.    They  ai» 
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also  liable  for  exemplary  damages  as  makers  are  for  the 
torts  of  their  servants. 

An  exception  to  the  rule  of  corporate  liability  for 
torts  is  made  in  the  case  of  charitable  corporations,  such 
as,  hospitals,  and  the  like,  as  they  receive  no  compensa-> 
tion  for  their  service,  it  is  held  that  their  funds  shall  not 
be  taken  to  pay  damages  for  torts  committed  by  their 
agents,  and  such  agents  are  alone  held  liable  for  their 
torts. 

CRIMES.  Corporations  are  held  liable  for  crimes, 
whether  arising  from  non-feasance  or  misfeasance  and 
also  for  criminal  libel.  There  seems  to  be  no  good  reason 
why  they  might  not  also  be  held  liable  criminally,  for 
many  other  offenses,  even  for  felonies  of  the  higher 
grade,  except  that  the  criminal  laws  do  not  usually  pro- 
vide penalties  that  could  be  applied  to  them.  There  is 
a  tendency  to  hold  them  liable  for  such  crimes  as  may  be 
punished  by  fines. 

Corporations  are  liable  for  contempts  of  court  as  in- 
dividuals are,  and  may  be  punished  for  contempt  by 
fines  imposed  upon  them,  as  well  as  by  imprisonment  of 
their  officers,  where  such  officers  refuse  to  obey  the  or^ 
ders  of  the  court 
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CHAPTER  V. 

THE  COBPO&ATION  AND  THE  STATE. 

Sec  1298.  THE  STATE'S  MEANS  OF  CON- 
TROLf— IN  GENERAL.— The  state's  general  meth- 
ods of  controlling  corporations  are:  1.  By  the  courts. 
2.  By  or  through  the  legislature. 

1.  By  the  Courts.  The  state  by  permitting  actions 
at  law  and  suits  in  equity,  exercises  general  control  over 
corporations  as  over  other  persons.  The  state  may  also 
exercise  special  control  over  corporations  through  the 
courts  by  way  of  visitation  under  special  circumstances. 

2.  By  Legislative  Bodies.  The  general  regulation 
of  all  persons,  whether  natural  or  artificial,  within  the 
state,  inheres  in  Congress  and  the  state  legislature.  And 
other  special  legislative  powers  or  means  of  control  are 
frequently  reserved  to  the  state  when  the  corporation  is 
created.  The  legislative  power  over  corporations  is  lim- 
ited by  constitutional  provisions  to  be  found  in  both  the 
national  and  state  constitutions.    These  are: 

Sec.  1299.  SAME  SUBJECT— CONSTITU- 
TIONAL LIMITATIONS  ON  LEGISLATIVE 
CONTROL  OF  CORPORATIONS.— The  limita- 
tions  imposed  by  the  national  constitution  upon  Con- 
gress are:  1.  All  direct  taxes  shall  be  Apportioned 
am(»ig  the  states  according  to  population;  and  Con- 
gress is  by  this  provision  limited  as  to  its  power  to  tax 

86 
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corporations.  2.  Bills  of  attainder  and  ex  post  facto 
laws  shall  not  be  passed.  8.  Taxes  or  duties  shall  not 
be  laid  upon  articles  exported  from  any  state.  4.  Pref- 
erences shall  not  be  given  to  ports  of  one  state  over 
those  of  another.  5.  Vessels  shall  not  be  obliged  to 
enter,  clear,  or  pay  duties  in  passing  from  the  ports  of 
one  state  to  another.  Congress  cannot  in  its  effort  to 
control  corporations  transgress  any  of  these  constitu- 
tional provisions. 

The  constitutional  provisions  limiting  the  state  legis- 
latures in  their  control  of  corporations  are:  1.  No  state 
shall  pass  bills  of  attainder,  eoo  post  facto  laws,  or  laws 
impairing  the  obligation  of  a  contract.  2.  A  state  can- 
not lay  imposts  or  duties  on  exports  or  imports,  or  any 
duty  on  tonnage.  8.  It  cannot  abridge  the  privileges 
or  immimities  of  citizens  of  the  United  States.  4.  It 
cannot  deprive  any  person  of  life,  liberty  or  property 
without  due  process  of  law.  6.  It  cannot  deny  to  any 
person  within  its  jurisdiction  the  equal  protection  of  the 
laws.  The  last  three  limitations  are  to  be  found  in  state 
constitutions  as  well  as  in  the  federal  constitution. 

Sec.  1800.  THE  STATE  AND  ITS  OWN  COR- 
PORATIONS—CONTROL BY  THE  COURTS. 
— ^The  state  in  the  control  of  corporations  created  by  it, 
through  the  courts,  has  five  special  methods  available, 
which  existed  at  common  law,  but  are  also  usually  au- 
thorized by  statute.    These  are : 

1.  Quo  Warranto,  or  an  information  in  the  nature 
of  quo  warranto,  as  it  is  now  called.    2.     Scire  facias^ 
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8.  Mandamus.  4i.  Injmiction.  5.  Indictment  While 
it  is  usual  for  the  Attorney  Goteral  to  start  these  pro- 
ceedings, the  court  itself  has  authority  to  direct  some 
one  to  bring  them;  and  by  statute  in  many  states,  the 
proceedings  may  be  instituted  on  the  relation  of  any 
individuaL 

1.  Quo  Warranto.  The  writ  of  quo  toarranto  was 
issued  to  bring  a  corporation  before  the  court  to  idiow 
''by  what  authority''  it  claimed  or  exercised  corporate 
f  randiises,  and  was  applicable  to  cases  where  there  never 
had  been  a  right,  as  well  as  where  there  had  been  a  for- 
feiture of  a  previous  right  by  reason  of  neglect  or  abuse. 
The  same  end  is  now  accomplished,  in  a  similar  way,  by 
an  information  in  nature  of  quo  warranto.  The  judg- 
ment was,  and  is,  when  the  action  is  maintained,  ouster 
and  seizure  of  franchises. 

2.  Scire  Facias.  This  is  a  common  law  writ  gener- 
ally used  where  there  was  a  legal  corporation  which  had 
abused  its  authority,  and  it  was  called  upon  by  this  writ 
'Ho  make  known"  why  it  had  dcme  so.  The  judgment 
could  be  the  same  as  in  quo  warranto  proceedings. 

8.  Mandamus.  The  writ  of  mandamus  may  be  is- 
sued to  compel  the  performance  of  a  definite  corpor- 
ate duty,  whether  fixed  by  statute,  charter  provision,  or 
by  the  common  law. 

4i.  Inju/nction.  This  writ  is  issued  by  a  court  of 
equity  to  prevent  the  doing  of  some  wrongful  or  in- 
jurious act  threatened  by  the  corporation. 

5.  Indictment.  This  is  a  criminal  proceeding,  and 
mBf  be  used  to  punish  a  cwporation  for  a:eating  or 
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maintaining  a  public  nuisance,  or  other  offense  punish- 
able by  a  fine. 

Sec  1801.  SAME  SUBJECT— FOR  WHAT 
CAUSES  FORFEITURE  MAY  BE  HAD.— Any 
abuse,  misuse,  or  non-user,  of  corporate  franchises,  to 
the  injury  of  the  public,  is  cause  of  forfeiture  by  the 
state  in  quo  warranto  or  udre  facias  proceedings.  Thus, 
engaging  in  unlawful  combinations,  in  illegal  insurance 
or  banking,  fraudulent  organization,  wilful  or  negligent 
non-user,  and  the  like,  are  sufficient  to  constitute  a  for- 
feiture of  charter.  Also,  the  usurpation  of  any  public 
franchise,  imperfect  or  insufficient  organization,  exercis- 
ing corporate  powers  after  expiration  of  charter,  or  in- 
trusion into  a  corporate  office,  will  be  causes  of  forfeit- 
ure. 

Sec.  1802.  SAME  SUBJECT— FORFEITURE 
AS  EFFECTED  BY  STATUTES  OF  LIMITA- 
TION AND  WAIVER.— There  is  an  English  rule 
that  the  courts  will  not  entertain  a  quo  warranto  on  the 
relation  of  a  private  individual  when  six  years  have 
elapsed  from  the  time  the  cause  of  forfeiture  occurred, 
but  this  rule  is  not  applicable  to  the  king  or  state,  since 
statutes  of  limitations  do  not  run  against  the  state,  unless 
the  state  is  expressly  named.  Many  of  the  states  have, 
however,  provided  that  the  state  shall  not  bring  quo  war- 
ranto proceedings  after  a  prescribed  time,  varying  from 
eight  to  twenty  years.  The  legislative  body  may,  after 
a  cause  of  forf eitiu'c  has  occurred,  waive  the  state's  right 
to  complain,  and  the  failure  of  the  Attorney  General  to 
act  has  a  similar,  but  not  the  same  effect.    A  waiver  by 
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the  legislature  pardons  the  offense,  and  the  state  cannot 
afterwards  forfeit  the  charter  for  that  partknilar  offense. 

Sec  1808.  SAME  SUBJECT— THE  STATE'S 
POWER  TO  CONTROL  BY  MANDAMUS.— 
Mandamus  is  a  prerogative  writ  which  may  be  issued  to 
compel  the  performance  of  a  duty.  Whenever  a  specific 
and  determined  legal  duty  is  imposed  upon  a  private 
corporation,  expressly  or  impliedly,  by  statute,  charter 
or  common  law,  and  there  is  no  other  adequate  remedy 
for  its  enforcement,  mandamus  will  lie  in  a  suit  brought 
on  behalf  of  the  state  to  enforce  the  public  duty;  or  in 
case  of  a  private  right,  on  behalf  of  the  person  or  per- 
sons to  whom  the  duty  is  due,  but  it  will  not  issue  to  car 
force  a  mere  optional  corporate  privilege,  or  to  control 
di^retion.  It  may  be  used  to  reinstate  a  member;  com- 
pel the  calling  of  meetings;  the  inspection  of  books;  the 
transfer  of  shares;  and  to  compel  public  service  com- 
panies, as  water,  gas,  telegraph,  railroad,  and  the  like 
companies,  to  perform  their  duties  to  the  public,  or  to 
individuals. 

Sec.  1804.  SAME  SUBJECT— CONTROL  BY 
COURTS  OF  EQUITY.— Equity  courts  have  no 
general  jurisdiction  to  dissolve  corporations,  though  it 
has  been  held  in  Michigan,  that  where  dissolution  was 
necessary  to  prevent  the  continuance  of  a  fraud  in  a 
suit  of  which  the  court  had  jurisdiction,  it  could  go  to 
the  extent  of  decreeing  dissolution.  And  such  power 
under  the  like  circumstances  is  frequently  conferred 
upon  equity  courts  by  statute.  Neither  do  courts  of  equity 
usually  have  power  to  enjoin  corporate  acts,  unless  there 
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are  o^er  ground  of  jurisdiction.  An  injunction  may 
be  granted  upon  the  application  of  the  state  whenever 
a  corporation  is  abusing  the  powers  given  it  for  a  public 
purpose,  or  is  acting  adversely  to  tiie  public,  or  is  creat- 
ing nuisance  or  theatening  to  do  these  things ;  it  will  like- 
wise issue  to  prevent  the  dissipation  of  the  funds  of  a 
public  charitable  trust  when  the  beneficiaries  are  so 
numerous  and  indefinite  that  the  trust  can  be  preserved 
only  through  the  pubUc  authorities.  A  shareholder  may 
enjoin  tiie  violation  of  a  corporate  franchise,  the  diver- 
sion of  funds,  or  the  completion  of  executory  ultra  vires 
transactions.* 

Sec.  1805.  SAME  SUBJECT— CONTROL  BY 
PRIVATE  AND  PUBLIC  VISITORS.— In  the 
case  of  charitable  corporations,  the  person  who  endowed 
the  charity  had  the  right  or  privilege  of  appointing  a 
visitor  to  see  if  the  funds  were  applied  according  to  the 
terms  of  the  gift,  and  if  he  did  not  appoint  such  visitor 


^GreneraUy  to  entitle  a  stockholder  to  maintain  a  suit  in  equity 
to  prevent  a  corporate  injury  from  an  act  threatened,  either  in 
his  own  name,  or  on  behalf  of  himself  and  other  stockholders, 
it  must  be  shown  that  every  reasonable  effort  to  obtain  redress  or 
protection  through  the  regular  corporate  management  has 
proved  unavailing,  thus  the  bill  may  show  that  the  directors 
cannot  sue  by  reason  of  their  disqualification  from  misconduct, 
or  have  wrongfully  refused  to  do  so  upon  proper  demand,  and 
that  there  is  no  adequate  remedy  at  law,  and  then  the  action 
may  be  maintained  by  the  shareholder.  Dodge  v.  Woolsey,  18 
How.  S81 ;  Atwood  v.  Merryweather,  L.  R.  6  Eq.  464 ;  Hawes 
V.  City  of  Oakland,  104  U.  S.  460;  Miner  v.  Ice  Co.,  98  Mich. 
97;  Wayne  Pike  Co.  v.  Hammons,  129  Ind.  868. 
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the  right  to  do  so  resulted  to  himself  and  bis  heirs.  But 
sdnoe  in  the  United  States  the  English  primogeniture 
rules  of  descent  have  been  abolished,  and  all  of  a  per- 
son's children  become  heirs,  such  method  of  visitation 
becomes  impracticable,  though  if  the  right  is  not  waived, 
it  yet  remains;  statutes,  however,  usually  provide  other 
methods  of  appointing  visitors  now. 

Public  Visitor.  In  most  of  the  states,  the  legislature 
has  provided  for  Railroad,  Insurance  and  other  like 
Commissioners,  whose  duty  it  is  to  inquire  into  and  re- 
port upon  the  condition  of  various  kinds  of  public  serv- 
ice corporations,  they  are  supposed  to  protect  the  pub- 
lic from  slack  methods  on  the  part  of  the  corporations. 

Sec.  1806.  SAME  SUBJECT— CONTROL  BY 
THE  LEGISLATURE.— The  control  exercised  by 
the  state  through  the  legislature  is  either:  1.  Ordinary; 
or  2.  Extraordinary.  In  the  exercise  of  the  ordinary 
legislative  powers,  corporations  are  subject  to:  (a)  The 
power  of  eminent  domain,  (b)  The  police  power,  (c) 
The  tawing  power.  In  the  exercise  of  the  legislature's 
extraordinary  powers,  under  some  circumstances,  cor- 
porate charters  may  be:   (a)  Repealed;  (b)  Amended. 

Sec.  1807.  SAME  SUBJECT— (a)  THE  POW- 
ER OF  EMINENT  DOMAIN.— Corporations,  like 
natural  persons,  are  subject  to  the  power  of  the  state 
to  take  any  of  their  property  or  their  franchises,  for 
public  purposes,  upon  making  due  compensation.  The 
general  rule  is,  however,  that  property  already  devoted 
to  a  pubHc  use  cannot  be  taken  for  another  public  use 
without  express  authority;  and  it  is  sometimes  said  that 
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the  new  use  must  be  different  from  the  old  usfe,  that  is, 
one  railroad  company  could  not  be  authorized  to  take  the 
whole  line  of  another  railroad  company  to  be  operated 
in  the  same  way.  The  rule  is  not  violated,  however,  by 
the  taking  of  street  railways  operated  by  horses,  for  use 
by  electric  power  companies ;  and  the  taking  of  toll  roads 
by  the  state  to  be  turned  into  free  roads.* 

Sec.  1808.  SAME  SUBJECT— (b)  THE  PO- 
LICE POWER. — Corporations  are  subject  to  the  po- 
lice power  of  the  state  the  same  as  individuals.  So, 
although  they  may  have  been  chartered  for  the  express 
purpose  of  carrying  on  a  lottery,  or  manufacturing 
liquors,  yet  subsequent  legislation  may  forbid  such  acts, 
without  infringing  the  constitutional  provisions  as  to  the 
impairing  the  obligation  of  contracts,  for  the  reason  that 
no  one  can  obtain  a  vested  right  in  any  business  that  is 
dangerous  to  the  public  health,  the  public  morals,  or  the 
public  safety.  The  state  cannot  surrender  or  barter 
away  its  control  over  these  subjects.  Under  the  police 
power,  also,  the  rates  to  be  charged  by  public  service 
companies,  within  the  limit  that  forbids  their  being  de- 
prived of  their  property  without  due  process  of  law,  may 
be  fixed  or  regulated;  and  reports  from  insurance,  trust, 
building  and  loan,  bank  and  other  like  companies  may 
be  required  for  the  protection  of  the  public.    The  gen- 


♦Greenwood  v.  Freight  Co.,  106  U.  S.  18;  Raaroad  Co.  v. 
Raib'oad  Co.,  Ill  Mass.  1S6;  Turnpike  Co.  v.  Railroad  Co., 
21  Vt.  690;  Black  v.  Canal  Co.,  24  N.  J.  Eq.  466;  Trustees  of 
Canal  v.  Railroad  Co.,  14  UL  814;  Bridge  Co.  v.  Dix,  6  How. 
607;  11  Pet.  420. 
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eral  limits  of  this  power  is  that  in  case  of  lawful  busi- 
ness, property  cannot  be  confiscated  by  the  state,  vested 
rights  divested,  or  the  performance  of  natural  functions 
interfered  with  by  the  state  in  its  legislation.* 

Sec.  1809.  SAME  SUBJECT— (c)  THE  TAX- 
ING POWER.— The  state's  power  to  tax  corpora- 
tions is  the  same  as  in  the  case  of  individuals.  The  cor- 
porate elements  of  taxation  are:  1.  The  primary  fran- 
chise. 2.  Secondary  franchises.  8.  Its  property,  real 
or  personal,  tangible  or  intangible.  4.  Its  capital  stock, 
authorized,  subscribed  or  paid  in.  5.  Earnings,  gross 
or  net,  or  profits.  6.  The  shares  of  stock  owned  by 
shareholders.  It  is  possible  that  all  of  these  might  be 
taxed  at  one  time  without  being  illegal,  though  it  would 
be  in  some  sense  double  taxation,  or  treble  or  quadruple, 
as  the  case  might  be. 

1. — 2.  Taxation  of  Franchises.  It  is  not  usual  to 
separate  the  primary  franchise, — ^the  right  to  be  a  cor- 
poration and  exercise  corporate  powers,  from  the  sec- 
ondary frandiises,  such  as  occupying  the  streets  by  a 

♦Thorpe  v.  Railroad  Co.,  27  Vt.  140;  Beer  Co.  v.  Mass.,  97 
U.  S.  25;  Ward  v.  Farwell,  97  Dl.  698;  Eagle  Ins.  Co.  v. 
State,  163  U.  S.  446;  Railroad  Co.  v.  Loomis,  18  111.  648; 
Fertilizing  Co.  v.  Hyde  Park,  97  U.  S.  669;  Town  of  Lake 
View  V.  Cemetery  Co.,  70  El.  191 ;  Com.  v.  Railroad  Co.,  108 
Mass.  264;  Chicago  Ralboad  Co.  v.  People,  106  HI.  667;  Peo- 
ple V.  Railroad  Co.,  70  N.  Y.  669;  77  Pa.  St.  178;  Atty.  Gen. 
V.  No.  Am.  Life  Ins.  Co.,  82  N.  Y.  172;  Chicago  Life  Ins. 
Co.  V.  Needles,  118  U.  S.  674;  Munn  v.  Illinois,  94  U.  S.  118; 
Stone  V.  Trust  Co.,  116  U.  S.  807;  Ruggles  v.  People,  91  111. 
266.  And  see  the  subject  of  Police  Power  in  Vol.  4,  Cyclopedia 
•f  Law. 
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street  railway  corporation, — for  the  purposes  of  tax- 
ation. Some  courts  seem  to  think  that  since  the  state 
charges  a  very  small  or  no  fee  for  the  privilege  of  incor- 
porating, the  primary  franchise  has  no  value;  the  proper 
view,  however,  seems  to  be  that  its  value  is  whatever  it 
adds  to  the  convenience,  efficiency,  and  safety  of  con- 
ducting the  business  by  the  corporate  form  of  organ- 
ization over  other  forms,  that  is,  what  would  those  who 
have  it,  give  for  it,  rather  than  do  without  it.  Its  value 
is  difficult  to  estimate,  and  many  rules  for  its  ascertain- 
ment have  been  suggested.  Without  attempting  tosepa* 
rate  the  primary  and  secondary  franchises,  the  following 
methods  of  valuation  have  been  approved:  First,  find 
the  market  value  of  all  the  shares  and  bonds  of  the  cor- 
poration, from  this  subtract  the  assessed  value  of  all 
the  real  and  personal  property,  the  balance  thus  ob- 
tained will  be  the  value  of  the  franchises.  Second,  ascer- 
tain the  total  net  earnings,  usually  the  average  earnings 
for  a  period  of  years,  capitalize  these  at  the  average  rate 
of  interest  upon  short  loans,  from  the  total  amount  so 
found,  subtract  the  assessed  value  of  the  real  and  per- 
sonal property,  the  balance  will  represent  the  value  of 
the  franchises.  Both  of  these  methods  are  based  in  fact 
upon  the  earning  capacity  of  the  capital  of  the  corpora- 
tion, and  is  the  business  man's  estimate  of  its  value. 

The  situs  of  secondary  franchise, — ^such  as  the  right 
to  operate  a  street  railway, — for  the  purpose  of  taxation, 
is  where  the  line  is  operated.  And  the  same  is  true  as 
to  railroad  corporations.  The  situs  of  the  primary 
franchise  is  usually  considered  as  being  at  the  principal 
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office  of  the  corporation;  it  undoubtedly  can  be,  how- 
ever, considered  as  having  a  situs  wherever  the  corpor- 
tion  does  business,  in  proportion  to  the  business  done; 
and  it  is  usually  so  considered  when  business  is  done  in 
two  or  more  states.  The  franchise  may  be,  but  is  not 
usually,  unless  specially  named,  included  in  the  term 
"property,"  for  purposes  of  taxation.  Franchise  taxes 
may  be  measured  by  dividends,  by  the  amount  of  the 
capital  stock,  or  the  amount  of  capital  stock  employed 
within  the  state,  by  ascertaining  the  amount  of  the  cap- 
ital stock  and  deducting  the  value  of  the  tangible  prop- 
erty assessed  in  the  state,  by  the  extent  of  the  business 
transacted,  by  the  net  earnings,  by  the  aggregate  mar- 
ket value  of  the  shares,  less  the  value  of  the  real  and 
personal  property,  by  a  percentage  on  the  excess  of  the 
market  value  of  the  stock  over  the  value  of  real  estate 
and  machinery.*  But  corporate  franchises  granted  by 
Congress  are  not  taxable  by  state  authority  without  the 
consent  of  Congress.  (127  U.  S.  1;  166  U.  S.  150.) 
8.  Taxation  of  Property.  The  corporate  property 
of  whatever  kind,  is  subject  to  taxation  the  same  as 
that  of  individuals.  There  is  a  tendency  now  to  con- 
sider the  property  as  a  imit  devoted  to  a  special  pur- 
pose, and  have  all  of  it  assessed  by  one  state  board. 


♦Adams  Ex.  Co.  v.  Ohio,  166  U.  S.  194;  Telephone  Co.  v. 
Phila.,  190  U.  S.  160;  Southern  Gum  Co.  v.  Laylin,  66  Ohio 
&t.  678;  People  v.  Ins.  Co.,  92  N.  Y.  8«8;  Com.  v.  Bank,  1«8 
Mass.  498;  People  v.  Roberts,  167  N.  Y.  677;  Sav.  goc.  v. 
Coite,  6  Wall.  694;  Com.  v.  Gas  L.  Co.,  12  Allen  76;  Am.  & 
Eng.  Encyc.  L.  (2nd  ed.)  Vol.  27,  p.  982. 
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inrtead  of  by  local  assessors.  After  it  is  assessed  by 
the  state  board,  the  apportionment  may  be,  and  fre- 
quently is,  made  among  the  various  counties  or  local 
subdivisions  of  the  state  in  proportion  to  the  business 
done  in  these  districts,  or  mileage  therein,  in  the  case  of 
railroad  and  telegraph  companies,  and  the  like.  And 
the  same  principle  may  be  applied  in  the  taxation  of 
corporations  doing  business  in  several  states.* 

4.  Taxation  of  Capital  Stock.  A  corporation  char- 
tered by  two  states  may  be  taxed  on  its  capital  stock 
in  each.  As  the  capital  stock  of  a  corporation  is  re- 
garded as  belonging  to  the  corporation  as  a  legal  entity, 
it  may  be  taxed  to  the  corporation.  But  in  some  states 
certain  corporations  are  relieved  from  paying  taxes  on 
their  capital  stock.  When  the  capital  stock  is  taxed 
imder  the  principle  of  deriving  an  income  or  profit 
therefrom,  it  does  not  mean  net  profit,  and  the  tax  must 
be  paid  though  there  is  no  net  profits  derived.! 

5.  Taxation  of  Gross  or  Net  Earnings.  These  may 
be  the  basis  of  taxation  in  the  case  of  corporations  not 
engaged  in  inter-istate  commerce,  or  upon  those  earn- 
ings that  are  not  derived  from  such  source,  since  this 


♦State  Railroad  Tax  Cases,  9i2  U.  S.  676;  Pittsburg,  Etc. 
R.  Co.  V.  Backus,  164  U.  S.  421 ;  Cin.  R.  Co.  v.  Com.,  81  Ky. 
492;  Pullman  P.  C.  Co.  v.  Pennsylvania,  141  U.  S.  18;  Adams 
Express  Co.  v.  Ohio,  166  U.  S.  194;  Postal  T.  Co.  v.  Adamsj 
166  U.  S.  688. 

fPeople  V.  Niagara  Co.,  4  Hill  (N.  Y.)  20;  7  Hill  604; 
People  y.  New  York,  18  Wend.  606;  Tennessee  v.  Whitworth, 
117  U.  S.  129;  Com.  v.  Erie  R.  Co.,  98  Pa.  St.  127;  R.  Co.  v. 
Weber,  96  HI.  448. 
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would  constitute  an  interference  with  inter-state  com- 
merce, which  is  under  the  exclusive  jurisdiction  of  the 
federal  government.  And  the  states  cannot  directly 
tax  the  corporations  upon  earnings  derived  from  inter- 
state commerce*!  It  has  been  held,  however,  that  cor- 
porations may  be  taxed  upon  their  capital  stock,  and 
the  tax  may  be  graded  according  to  the  gross  or  net 
earnings,  whether  they  are  partly  derived  from  inter- 
state commerce  or  not.$ 

6.  Taxation  of  Shares  of  Stock.  Shares  of  stock  are 
taxable  although  the  corporate  property  or  capital  sto(^ 
is  also  taxed,  and  whether  this  is  at  its  actual  or  face 
value.  In  several  states  it  is  held  that  this  is  not  double 
taxation;  in  o&ers  it  is  held  to  be  such.  The  situs  of 
shares  of  stock  for  the  purpose  of  taxation  is  usually 
the  domicile  of  the  owner,  but  the  state  may  make  their 
situs  to  be  that  of  the  domicHe  of  the  corporation,  and 
tax  them  there,  even  though  their  owner  lives  in  another 
state  where  he  is  also  taxed  on  the  same  shares.  It  has 
been  held  also  that  alien  owners  of  shares  may  be  taxed 
higher  than  residents,  but  this  is  not  the  case  where 
the  owner  simply  resides  in  another  state  of  the  Union. 
By  statute  they  are  usually  made  taxable  as  personal 
property. 

The  state  cannot  tax  the  franchise  of  a  national  cor- 
poration, without  the  consent  of  Congress,  nor  can  it 


fPhik.  Steamship  Co.  v.  Pennsylvania,  1**  U.  S.  826;  Knis- 
ely  V.  Cotterel,  196  Pa.  St.  614. 

JDdaware  Railroad  Tax,  18  Wall.  206;  State  v.  Co.,  98 
Md.  814. 
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tax  any  national  governmental  agency;  neither  can  it 
tax  a  patent  right  granted  from  the  government,  but 
it  may  tax  the  machines  or  property  constructed  under 
the  patent. 

Sec.  1810,  SAME  SUB JECT— POWER  TO  RE- 
PEAL AND  FORFEIT.— These  have  abeady  been 
referred  to  under  dissolution.  This  power  is  extraor- 
dinary, and  if  it  is  not  reserved  to  the  legislature,  it 
cannot  repeal  any  charter;  if  the  power  to  repeal  is  re- 
served without  qualification,  it  may  be  exercised  at  any 
time  without  giving  any  reason  for  so  doing.  Vested 
property  rights  are  not  destroyed,  however,  by  such  re- 
peal; if  the  power  to  repeal  is  reserved  upon  the  hap- 
penmg  of  some  condition,  some  cases  hold  that  there 
must  be  a  judicial  determination  that  the  condition 
has  happened,  before  the  legislature  can  act;  other  cases 
hold  that  the  matter  is  wholly  within  the  power  of  the 
legislature  to  determine. 

No  reserve  power  is  necessary  for  forfeiting  the  cor- 
porate franchises  for  abuse  or  non-user;  this  power  is 
implied  from  the  nature  of  a  franchise,  and  can  be  en- 
forced only  in  the  courts  after  a  proper  judicial  deter- 
mination of  the  facts.  A  court  of  law  alone  has  the 
power  to  dissolve  for  brieach  of  duty,  and  generally  only 
on  complaint  of  the  state,  by  the  Attorney  General. 

Sec.  1811.  SAME  SUBJECT— POWER  TO 
AMEND. — Since  a  charter  is  a  contract,  the  general 
rule  here  is  that  it  can  be  amended  only  by  consent  of 
both  parties,  that  is,  the  state  and  the  corporation;  and 
further,  since  there  is  also  contained  in  the  charter,  a 
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contract  between  the  corporation  and  each  member, 
the  corporation  cannot  accept  an  amendment  unless 
each  member  consents;  and  this  is  the  general  rule  in 
this  country  concerning  material  amendments,  where 
the  state  has  not  reserved  the  power  to  amend.  Under 
the  transcendent  power  of  Parliament,  however,  a  ma- 
terial amendment  could  be  imposed  upon  a  corporation 
without  its  consent  or  that  of  its  members;  and  the 
corporation  could  be  destroyed  by  Parliament  at  any 
time,  as  the  constitutional  provision  which  governs  our 
legislatures,  as  to  impairing  the  obligation  of  contracts, 
has  no  place  in  the  English  constitution.  Perhaps  Con- 
gress has  a  like  arbitrary  power  as  to  corporations  cre- 
ated by  it. 

Under  a  reserved  power  to  amend,  the  states  have 
much  the  same  power  as  Parliament — that  is,  an  amend- 
ment, even  though  material,  may  be  tendered  and  if 
not  accepted  the  state  may  take  away  the  corporate 
life.  But  in  this  connection  it  has  been  held  that  what 
the  state  offers  must  be  an  amendment,  not  something 
wholly  new  and  different, — such  as  requiring  a  banking 
company  to  build  a  railroad. 

Two  views  are  taken  also  as  to  the  power  of  the  ma- 
jority of  the  members  to  accept  an  amendment,  if  the 
power  to  amend  is  reserved  to  the  state  when  the  cor- 
poration is  formed.  One  line  of  cases  holds,  that  the 
majority  have  the  power  to  accept  material  amendments, 
against  the  dissent  of  the  minority;  other  cases  hold  that 
unanimous  consent  is  necessary. 
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Sec-  1812-  THE  STATE  AND  NATIONAL 
CORPORATIONS— IN  GENERAL.— National 
corporations  are  not  to  be  regarded  as  foreign  corpora- 
tions in  any  state,  unless  they  are  created  to  operate  in 
one  of  the  territories  or  in  the  District  of  Columbia,  in 
which  case  they  are  regarded  substantially  the  same  as 
if  created  by  the  legislature  of  one  of  the  states.  Con- 
gress merely  acting  as  the  local  legislature  in  these 
cases.  But  corporations  created  by  the  federal  govern- 
ment to  perform  its  national  functions,  to  operate  in 
any  state,  are  not  foreign  corporations  in  any  state.  By 
the  National  Banking  Act,  a  national  bank  located  in 
any  particular  state,  is  for  most  purposes  treated  as  a 
citizen  or  inhabitant  of  that  state;  it,  however,  cannot 
be  taxed  in  such  state,  or  the  exercise  of  its  powers  re- 
stricted by  the  state  where  it  is  located,  in  any  other 
way  than  as  is  expressly  authorized  by  the  national 
laws. 

Sec.  1818.  THE  STATE  AND  FOREIGN 
CORPORATIONS— RIGHT  OF  THE  FOR- 
EIGN CORPORATION  IN  A  STATE.— Strictly 
speaking  the  states  of  the  Union  are  foreign  to  each 
other  as  regards  most  matters  relating  to  corporation 
laws.  While  the  ownership  of  property,  so  long  as  it 
is  legal,  in  any  state,  by  a  corporation  organized  in  an- 
other state  is  protected  as  is  the  property  of  an  indi- 
vidual, and  so  long  as  its  acts  within  ihe  state  are  legal, 
it  is  protected  under  the  provisions  of  the  federal  con- 
stitution. A  foreign  corporation's  right,  however,  to  do 
business  in  any  state,  is  based  upon  mere  comity  and 


Digitized  by 


Google 


IW  PRIVATE  CORPORATIONS. 

cannot  be  claimed  as  a  legal  right.  It  has  the  power 
to  do  business  anywhere  if  not  limited  by  its  charter, 
but  its  right  to  do  business  in  any  other  state  than  the 
one  creating  it,  depends  upon  the  consent  of  the  state 
where  it  seeks  to  do  business. 

Sec.  1814.  SAME  SUBJECT— RIGHT  TO  EN- 
GAGE IN  COMMERCE.— While  the  general  rule, 
as  stated  in  the  preceding  section,  prevents  a  foreign 
corporation  from  entering  and  establishing  a  place  of 
business  and  exercising  its  corporate  franchises  in  an- 
other state,  without  its  consent,  yet  any  corporation, 
just  as  a  natural  person,  under  the  federal  constitution 
has  the  right  to  engage  in  inter-state  commerce,  and 
when  so  engaged  it  cannot  be  excluded  or  controlled  by 
any  state. 

Sec.  1815.  SAME  SUBJECT— WHAT  IS  IN- 
TERSTATE OR  FOREIGN  COMMERCE?— 
There  is  some  difficulty  in  determining  just  what  consti- 
tutes inter-state  or  foreign  commerce.  But  in  general 
it  includes  buying  and  selling,  and  transporting  across 
state  or  national  lines,  any  commodity;  or  the  traveling 
of  any  person;  or  the  transmission  of  intelligence  by 
telegraph  or  telephone  across  state  lines.  These  things, 
constituting  inter-state  commerce,  cannot  be  prevented, 
hampered  or  regulated  by  the  states.  A  foreign  cor- 
poration may  make  purchases  through  the  mails,  or  it 
may  send  its  traveling  salesmen,  or  solicitors,  into  other 
states  to  make  sales  or  piurchases, — and  if  the  goods 
are  to  be  sent  by  the  corporation  to  fill  an  order  taken, 
or  are  to  be  sent  to  the  corporation  to  fill  a  purchase 
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made,  across  state  lines,  this  is  inter-state  commerce.  It 
has  be^i  held  also  that  a  ticket  agent  in  one  state  to  so- 
licit passengers  over  a  certain  line  of  railroad,  not  hav- 
mg  any  part  of  its  road  in  that  state,  is  engaged  in  inter- 
state commerce.  Inter-state  commerce,  by  the  federal 
constitution,  is  given  entirely  over  to  federal  control 
through  Congress,  and  the  state  cannot  interfere  with 
it  in  any  way.* 

It  is  held  that  the  business  of  insurance,  or  borrow- 
ing or  loaning  money,  manufacturing,  mining,  farm- 
ing and  the  like  are  not  to  be  considered  as  commerce. 

Sec.  1816.  SAME  SUBJECT— RIGHT  OF 
STATE  TO  EXCLUDE  FOREIGN  CORPORA- 
TION.— ^Within  the  limits  as  stated  in  the  previous 
sections,  any  state  has  a  legal  right  to  exclude  any  cor- 
poration organized  in  another  state,  except  sudi  as  are 
agents  of  the  national  government,  for  any  reason,  or 
without  any  reason.  And  after  it  has  once  granted  a 
license  to  do  business  in  the  state  to  such  a  corporation, 
this  license  may  be  revoked  at  any  time,  though  a  valu- 


♦State  Freight  Case,  16  Wall.  232;  Crandall  v.  Nevada,  6 
Wall.  86.  But  a  state  may  tax  a  corporation  on  freight  or 
passengers  transported  from  point  to  point  within  the  state. 
And  also  tax  the  gross  receipts  of  a  railroad  or  telegraph  com- 
pany after  they  have  reached  the  treasury  of  the  company,  and 
though  such  receipts  were  in  part  earned  from  inter-state  com- 
merce, it  is  not  Jield  to  be  an  interference  with  commerce. 
(State  Tax  on  Railway  Gross  Receipts,  15 Wall.  284;  Tele- 
graph Co.  V.  Texas,  106  U.  S.  460.  But  see,  Fargo  v.  Mich- 
igan, 121  U.  S.  280.) 
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able  consideration  was  paid  for  it,  without  violating  the 
federal  constitutional  provisicMis.* 

Sec.  1817-  SAME  SUBJECT— METHODS  OF 
EXCLUDING  OR  RESTRICTING  FOREIGN 
CORPORATIONS,— In  order  to  regulate  and  re- 
strict foreign  corporations  doing  business  within  their 
boundaries,  states  usually  provide: — 

1.  That  before  doing  business  in  a  state,  a  foreign 
corporation  shall  appoint  some  one  within  the  state  upon 
whom  service  of  sumimons  may  be  made. 

2.  That  when  the  corporations  of,  say,  state  A  are 
excluded  by  state  B,  then  state  A  will  exclude  the  cor- 
porations of  state  B, — ^these  being  called  retaliatory 
laws. 

8.  That  suits  against  such  corporations  shall  not  be 
removed  by  the  corporations  to  the  federal  courts. 
While  a  provision  of  this  bind  cannot  prevent  the  re- 
moval of  a  suit  to  the  federal  courts,  the  state,  for  a 
violation  of  the  agreement,  may  exclude  the  foreign  cor- 
poration that  so  offends  from  doing  business  within  the 
state. 

Certain  penalties  are  usually  provided  for  violating 
these  provisions.     Much  controversy  has  arisen  as  to 


♦Bank  v.  Earle,  18  Pet.  619;  Paul  v.  Virginia,  8  Wall.  168; 
Liverpool  Ins.  Co.  v.  Mass.,  10  Wall.  666;  Railroad  Co.  v. 
Cora.,  129  Pa.  St.  468 1  Ins.  Co.  v.  Burdett,  112  Ind.  204; 
Hartford  Ins.  Co.  v,  Raymond,  70  Mich.  486 ;  Railroad  Co.  v. 
Harris,  12  Wall,  65;  Pembina,  Etc.,  Milling  Co.  v. 
Pennsylvania,  125  U.  S.  181 ;  Doyl^  v.  Ins.  Co.,  94  U.  S.  585 ; 
State  v.  Ins.  Co.,  92  Tenn.  420 ;  State  v.  Carey,  2  N.  Dak.  86. 
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the  validity  of  contracts  made  with  a  corporation  that 
has  failed  to  comply  with  them;  the  weight  of  author- 
ity probably  is,  that  if  a  penalty  is  imposed  either  upon 
the  offending  corporation  or  its  agent,  that  is  the  ex- 
clusive remedy,  and  the  vaKdity  of  the  contract  is  not 
affected  and  may  be  enforced.  This  is  particularly  true 
when  the  complaining  party  who  seeks  performance  of 
the  contract,  is  the  person  contracting  with  the  corpora- 
tion, since  sudi  a  provision  is  specially  designed  for  his 
protection.  If  the  corporation  is  complainant,  many 
cases  hold  it  can  enforce  a  contract  made  by  it,  before 
it  complied  with  the  provisions  of  the  state  law  in  ref- 
erence to  its  doing  business  within  the  state;  while  other 
cases  hold  that  if  there  is  no  penalty,  and  the  corpora- 
tion has  not  complied  with  the  provisions,  its  contracts 
are  void  and  unenforceable  by  either  party  to  them, 
until  compliance  has  been  made.  This  rule  does  not 
seem  reasonable,  so  far  as  it  applies  to  a  contract  which 
is  sought  to  be  enforced  against  the  offending  corpora- 
tion. For  a  failure  to  comply,  the  state,  may,  in  either 
case,  exclude  the  corporation. 

Sec.  1818.  THE  NATIONAL  GOVERNMENT 
AND  STATE  CORPORATIONS— THE  TAX- 
ING POWER,  A  MEANS  OF  CONTROLLING 
THE  TRUSTS.— Under  the  taxing  power  of  the  fed- 
eral government,  it  has  been  held  that  State  banks  with 
power  to  issue  bills  and  notes  can  be  taxed  by  the 
National  Government  so  heavily  as  to  make  it  impos- 
sible for  them  to  do  a  profitable  business  of  this  kind, 
and  this  is  true  even  if  the  federal  government  levied  th« 
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tax  for  the  express  purpose  of  protecting  the  National 
bank  issues,  and  destroying  the  State  banks.  This 
power  of  the  general  government  to  tax  has  been  sug- 
gested to  be  such  that  state  corporations  which  engage 
in  inter-state  commerce  can  be  taxed  so  heavily  by  the 
federal  government  upon  such  business  that  they  cannot 
profitably  continue  their  business,  and  in  this  way,  it  is 
suggested  the  National  Government  may  control  the  re- 
cent unruly  trusts.  No  case  has  yet  been  decided,  and 
no  legislation  has  yet  been  enacted  by  Congress  under- 
taking to  do  this.  In  the  case  of  state  banks,  they  were 
allowed  to  reorganize  as  National  Banks  and  thereby 
come  directly  under  the  control  of  the  federal  govem- 
m^it. 

Sec.  1819.  SAME  SUBJECT— ADOPTING 
STATE  REGULATIONS.— Undoubtedly,  though 
Congress  has  exclusive  control  of  inter-state  commerce, 
it  may  yet  adopt,  as  a  matter  of  expediency,  regulaticms 
made  by  a  state,  though  they  have  the  eflFect  to  ex- 
clude corporations  or  others  from  carrying  on  business 
that  they  would  otherwise  have  the  right  to  under  the 
rule  that  such  business  constitutes  inter-state  commerce 
and  could  not  be  controlled  by  the  state;  and  this  may 
be  done  even  against  the  state's  wishes  or  consent. 
Thus  Congress  has  by  statute  made  it  illegal  to  import 
into  any  state  having  a  prohibitory  liquor  law,  any  li- 
quors contrary  to  that  law. 

Sec.  1820.  SAME  SUBJECT— INTER-STATE 
COMMERCE. — The  national  government  has  pro- 
vided an  Inter-State  Commerce  Commission  and  au- 
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thorized  it  to  investigate  and  detennine  the  validity  of 
rates  charged  by  railroads  engaged  in  inter-state  com- 
merce, and  to  prevent  their  giving  rebates  and  doing 
other  mifair  acts  discriminating  between  shippers;  but 
as  the  commission's  powers  are  limited,  and  they  have 
no  authority  to  fix  rates,  but  simply  to  investigate  them, 
they  have  not  yet  accomplished  much. 

Sec.  1821.  SAME  SUBJECT— ANTI-TRUST 
ACTS. — The  National  Government,  in  1890,  passed  an 
Anti-Trust  Act,  forbidding  any  contract  or  agreement 
which  monopolized  or  attempted  to  restrain  or  monopo- 
lize, inter-state,  foreign  or  territorial  trade  or  commerce, 
under  certain  penalties,  and  requiring  the  various  United 
States  District  Attorneys  to  enforce  its  provisions,  and 
giving  to  any  party  injured  by  such  action  a  right  to 
recover  damages  for  the  injury  he  suffers  because  of 
such  illegal  monopoly  or  trust.  The  act  does  not  forbid 
or  prevent  a  monopoly  in  the  manufacture  of  articles, 
since  this  is  not  commerce;  but  any  contract  or  agree- 
ment which  directly  restrains  or  interferes  with  such 
commerce  is  forbidden  under  the  act. 
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SPECIAL  RELATIONS  OF  COBPOBATIONS. 

Sec.  1822.  THE  CORPORATION  AND  ITS 
PROMOTERS— DUTIES  OF  PROMOTERS.— 

The  promoters  owe  to  the  corporation  the  general  duty 
to  take  no  advantage  of  it.  Hence  if  the  promoters, 
while  engaged  in  the  promotion  of  the  company,  buy 
property  for  the  corporation,  they  must  let  the  corpo- 
ration have  it  at  the  price  paid  by  them  for  it,  since 
they  are  regarded  as  standing  in  a  trust  relation  toward 
the  unborn  corporation  while  so  acting  for  it.  Likewise 
if  they  buy  property  from  themselves  for  the  corpora- 
tion they  must  not  pay  more  than  the  property  is  reason- 
ably worth.  If  they  own  or  acquire  property  for  them- 
selves while  not  acting  for  the  corporation,  they  have 
the  perfect  right  to  sell  it  to  the  corporation  at  any  price 
they  can  obtain,  provided  they  do  not  themselves,  or  by 
their  dummies,  represent  the  corporation  in  making  the 
purchase. 

Sec.  1823.  SAME  SUBJECT— LIABILITIES 
OF  PROMOTERS.— The  liabilities  of  the  promoters 
may  be:  1.  To  the  corporation  or  its  shareholders.  2. 
To  the  party  with  whom  they  deal.  8.  Liability  among 
themselves. 

1.  Liability  to  Corporation  or  Its  Shareholders.  The 
promoters  are  liable  to  the  corporation  or  its  share- 
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holders,  for  all  profits  made  by  them  in  promoting  the 
company,  or  while  acting  for  it. 

2.  Liability  to  Party  Dealt  With.  The  promoters 
become  personally  liable  to  one  dealing  with  them,  even 
though  their  dealings  are  in  the  name  of  the  corpora- 
tion, for  the  reason  that  there  is  in  fact  no  principal  in 
existence  that  they  can  represent.  Thds  liability  perhaps 
can  be  excluded  by  drawing  the  contract  in  such  way  as 
to  make  only  the  corporation  liable,  if  anyone. 

8.  Liability  Among  Themselves.  As  between  them- 
selves, so  far  as  they  act  in  forwarding  the  scheme  of 
incorporation  in  accordance  with  their  agreement,  they 
are  substantially  partners  for  the  particular  purpose, 
and  one  is  boimd  by  the  acts  of  the  others  in  carrying 
out  the  plan  in  the  way  contemplated.  But  as  to  other 
matters,  not  connected  with  the  general  scheme,  only 
those  who  authorize,  consent  to  or  ratify  the  acts  of  the 
others,  become  liable  therefor. 

Sec.  1824.  SAME  SUBJECT  —  LIABILITY 
OF  CORPORATION  FOR  ACTS  OF  PROMOT- 
ERS.— Inasmuch  as  the  corporation  does  not  become  an 
entity  until  after  the  promoters'  acts  bring  it  into  exist- 
ence, it  cannot  be  a  party  to  a  contract  made  for  it  by  its 
promoters,  and  so  is  not  liable  thereon,  unless  it  expressly 
or  impliedly  ratifies  or  adopts  the  act  or  contract  after 
it  has  come  into  perfect  existence.  It  is  provided  by 
some  State  statutes  that  the  corporation  shall  be  liable 
for  the  necessary  expenses  incurred  in  its  organization. 
Some  States  also  provide  that  the  adoption  of  a  pro- 
moter's contract  by  the  corporation  is  really  making  a 
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new  contract  which  dates  from  the  time  of  its  adaption, 
and  must  be  entered  into  with  all  the  formalities  then 
required  to  bind  the  corporation. 

Sec.  1825.  THE  CORPORATION  AND  ITS 
OFFICERS— GENERAL  RELATION.— There 
are  a  number  of  theories  as  to  the  relation  existing  be- 
tween the  corporation  and  its  oflBcers.  These  are:  1. 
That  the  officers,  including  directors,  are  merely  agents 
of  the  corporation  or  shareholders.  This  theory  is  not 
quite  correct,  since  the  directors  have  the  power,  when 
acting  in  good  faith,  to  take  action  which  does  not  co- 
incide with  the  views  or  wishes  of  tibe  shareholders. 

2.  Another  theory  is  that  the  officers  are  trustees; 
this  is  not  satisfactory,  for  there  is  no  separation  of  the 
title  of  the  property  or  holdings,  into  legal  and  equita- 
ble estates,  and  vesting  the  legal  title  in  the  trustees  and 
the  equitable  title  in  the  corporation,  as  would  be  the  case 
if  it  were  a  true  trust. 

8.  Another  theory  is  that  the  officers  of  the  corpora- 
tion are  mandatories;  but  this  theory  is  also  unsatisfac- 
tory and  incorrect,  since  there  is  no  vesting  of  the  legal 
possession  of  the  corporate  property  in  them  as  a  special 
property,  as  is  the  case  in  a  true  bailment.  The  true 
theory  as  to  the  relation  is  that  it  is  one  am  generis  in- 
volving relations  analogous  to  all  of  the  above,  but  not 
exactly  similar  to  any  one  of  them. 

Sec.  1826.  SAME  SUBJECT  —  GENERAL 
RULE  AS  TO  DUTIES  OF  OFFICERS.— The  of- 
ficers owe  the  corporation  the  duty  to  exercise  care  and 
diligence,  and  a  reasonable  business  judgment  and  pru- 
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denoe  in  managing  the  corporate  aflFairs;  and  for  a  fail- 
ure in  this  regard,  they  may  be  held  personally  liable  in 
an  action  for  damages  by  the  corporation.  The  oflBcers 
have  no  right  to  any  profits  made  by  them  while  work- 
ing for  the  corporation;  all  such  profits  belong  to  the 
corporation  and  may  be  recovered  by  it.  The  oflBcers 
are  liable  for  gross  negligence  in  managing  the  corporate 
affairs,  or  in  selecting  unfit  servants,  or  for  failure  to  use 
ordinary  care  in  supervising  servants'  acts  when  em- 
ployed. 

Sec.  1827.  SAME  SUB JECT— RIGHT  TO  RE- 
MOVE  CORPORATE  OFFICERS.— There  is  no 
well-defined  power  to  remove  elected  oflBcers, — as  direc- 
tors, president,  etc., — ^who  are  elected  for  terms  fixed 
in  the  charter,  general  law  or  by-law,  before  the  term 
has  expired.  Such  provision  may  be  made  in  the  by- 
laws; and  a  court  can,  upon  proper  showing,  remove 
corporate  oflBcers  if  they  are  violating  their  trust,  the 
same  as  trustees  may  be  removed.  Agents  of  a  corpora- 
tion, though  hired  for  a  definite  time,  may  be  removed, 
subject  to  liability  for  damages  if  removed  without  cause 
before  their  time  of  service  has  expired;  while  if  they 
are  not  hired  for  a  definite  time  they  may  be  removed  at 
any  time  by  the  corporation,  without  it  becoming  liable 
for  damages  for  such  removal. 

Sec.  1828.  SAME  SUB  JECT— RIGHT  OF  OF- 
FICER TO  DEAL  WITH  THE  CORPORA- 
TION.— ^The  general  rule  in  reference  to  an  oflBcer  deal- 
ing with  the  corporation  is,  that  an  oflBcer  cannot  right- 


Digitized  by 


Google 


11«  PRIVATE  CORPORATIONS. 

fully  represent  both  himself  and  the  corporation  in  mak- 
ing a  contract  with  it;  and  any  such  contract  is  voidable 
by  the  corporation  or  its  members,  even  though  it  were 
in  fact  fair  and  reasonable.  If  the  corporatitm,  how- 
ever, is  represented  by  other  oflBcers  that  have  power  to 
act  for  it  in  the  transaction,  there  is  no  rule  which  for- 
bids an  officer  from  so  dealing  with  it,  and  the  result- 
ing contract  is  valid.  The  same  rule  applies  to  corpora- 
tions having  common  directors  or  officers,  as  to  their 
dealing  with  each  other  through  such  officers;  unless 
they  are  represented  by  non-common  officers  in  the  mak- 
ing of  the  contract,  it  is  voidable,  while  if  the  non-com- 
mon officers  represent  the  corporations  the  contract  is 
valid. 

Sec.  1829.  SAME  SUB JECT— RIGHT  TO  RE- 
CEIVE  SALARY.— The  general  officers  in  corpora- 
tions, including  the  directors,  are  supposed  to  serve  in 
their  capacities  as  such  without  compensation,  and  hence 
after  they  have  so  acted,  they  cannot,  without  the  con- 
sent of  the  shareholders,  be  voted  salaries  as  back-pay — 
since  this  would  constitute  giving  away  the  corporate 
funds.  But  for  extraordinary  services,  not  included  in 
the  ordinary  functions  of  the  office,  there  is  an  implied 
promise  to  pay,  and  in  such  cases  the  directors  have  the 
right  to  fix  the  amount.  The  shareholders  usually  re- 
serve the  right  to  themselves  to  fix  the  salaries  of  the 
general  officers,  and  leave  to  the  directors  the  right  to 
fix  other  salaries.  There  is  an  implied  promise  to  pay 
any  officer  or  any  person  who  devotes  his  whole  time  to 
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the  service  of  the  company  in  ways  other  than  merely 
performing  the  duties  of  his  oflBce.* 

Sec.  1880.  THE  CORPORATION  AND  ITS 
SHAREHOLDERS— IN  GENERAL.— It  is  the 
right  of  the  corporation  not  to  have  its  existence  denied 
or  questioned  by  its  shareholders.  So  that  the  share- 
holders, under  some  circumstances,  will  be  unable  to  pre- 
vent the  corporation  from, — issuing  preferred  stock; 
regulating  transfers;  carrying  on  the  enterprise  accord- 
ing to  the  directions  of  the  majority  of  the  directors;  ac- 
cepting amendments,  in  some  cases,  by  majority  vote; 
and  when  in  failing  circumstances,  dissolving  itself .f 

Sec.  1881.  SAME  SUBJECT  —  RIGHT  OF 
CORPORATION  TO  COLLECT  SUBSCRIP- 
TIONS.— In  almost  every  State  except  the  New  Eng- 
land States,  every  subscription  to  stock  in  a  corporation, 
unless  otherwise  stated,  is  considered  as  including  an  im- 
plied promise  to  pay  for  the  shares  when  the  corporation 
needs  the  money;  the  subscription  being,  usually,  not  a 
debt  due  immediately  upon  subscription,  unless  so  made 
by  statute  in  whole  or  in  part,  but  only  an  agreement 


♦Bank  v.  Elliott,  56  la.  104;  Am.  C.  R.  Co.  v.  Miles,  52 
in.  174;  Ten  Eyck  v.  Railroad  Co.,  74  Mich.  226;  Jones  v. 
Morrison,  81  Minn.  140;  Miner  v.  Ice  Co.,  98  Mich.  97.  An 
oflBcer  of  a  corporation  cannot  fix  his  own  salary. 

fHazelhurst  v.  Railroad  Co.,  48  Ga.  IS;  Railroad  Co.  v. 
Jackson,  77  Pa.  St.  821;  Railroad  Co.  v.  Thrall,  85  Vt.  586; 
Kent  V.  Mining  Co.,  78  N.  Y.  159;  McCullough  v.  Moss,  5 
Denio,  676;  Railroad  Co.  v.  Zimmer,  20  111.  654;  Banet  v. 
Railroad  Co.,  18  111.  604,  18  Mo.  210. 
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to  pay  when  demanded  by  the  proper  corporate  authori- 
ties. 

Sec.  1882.  SAME  SUBJECT— CALLS  FOR 
PAYMENT  OF  SUBSCRIPTIONS.— As  a  rule, 
before  any  particular  amount  is  due  upon  any  sub- 
scription, a  cdU  is  to  be  made  by  the  directors;  this  call, 
at  common  law,  was  made  by  simply  passing  a  resolu- 
tion that  a  certain  per  centum  of  the  amount  subscribed 
should  be  due  and  payable  at  a  certain  time.  Every 
shareholder  was  supposed  to  take  notice  of  such  resolu- 
tion, and  was  in  default  if  be  did  not  comply  with  it. 
It  is  usual  now  to  require  notice  of  some  sort  to  be  given 
of  the  fact  of  making  the  call,  and  also  of  the  time  and 
place  where  it  shall  be  payable.  It  becomes  a  debt  due 
the  corporation  as  soon  as  due,  and  may  then  be  sued 
for  by  the  corporation.  To  be  valid,  calls  musi;  operate 
equally,  and  be  uniform  as  to  all  subscribers.  There  is 
no  right,  unless  expressly  conferred,  to  call  for  any 
more  than  the  face  value  of  the  amount  subscribed,  or 
the  amount  agreed  to  be  paid  in  the  subscription 
contract. 

Sec.  1888.  SAME  SUBJECT— EVIDENCE 
OF  MEMBERSHIP.— The  corporate  records,  such 
as  subscription  or  transfer  books,  are  prima  facie  evi- 
dence as  to  who  are  members  of  the  corporation  in  stock- 
companies;  they  are  not,  however,  conclusive.  And  one 
whose  name  is  on  the  books  may  show  that  he  is  not  in 
fact  a  member;  and  one  whose  name  is  not  on  the  books 
may  show  that  he  is  in  fact  a  member,  and  demand  to 
have  his  name  entered  on  the  books. 
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Sec.  1884.  SAME  SUBJECT— RIGHT  TO 
VOTE. — ^At  common  law  every  member  had  a  right 
to  one  vote  on  every  proposition,  and  no  more  than  one 
vote;  ibsit  is,  they  did  not  vote  according  to  the  shares 
owned.  But  now,  by  custom,  by-law,  charter  or  stat- 
ute, the  rule  is  almost  universally  the  other  way,  and  a 
shareholder  has  one  vote  for  each  share  of  stock  owned 
by  him.  The  holder  of  the  legal  title  of  the  stock  or 
shares  has  a  right  to  vote  them;  executors  and  adminis- 
trators vote  the  stock  belonging  to  the.  estate  which  they 
represent  before  distribution.  But  the  corporation  can- 
not vote  its  own  shares  held  by  itself.  A  shareholder 
can  vote  to  suit  his  personal  interest  even  though  such 
interest  is  in  conflict  with  the  corporate  interests. 

Sec.  1885.  SAME  SUBJECT— VOTING  BY 
PROXY. — ^At  common  law,  the  member,  imless  the 
charter  expressly  authorized,  had  no  right  to  vote  by 
proxy,  but  must  vote  in  person.  But  now  statutes  imi- 
versally  allow  voting  by  proxy;  by  which  is  meant,  that 
the  share  holder  may  appoimt  someone  to  be  his  proopy 
or  attorney  in  fact,  to  attend  a  certain  meeting  and  vote 
all  the  shares  that  his  principal  owns,  upon  all  questions 
lawfully  coming  before  the  meeting,  as  fully  as  the 
owner  could  do  if  he  were  present  in  person.  No  spe- 
cial form  of  wording  such  authority  is  necessary. 

Sec.  1886.  SAME  SUB  JECT  —  IRREVOCA- 
BLE PROXY. — There  have  been  some  attempts  to 
make  proxies  irrevocable.  But  it  is  held  that  they  oan-» 
not  be  so  made,  even  for  a  consideration.  Irrevocable 
proxies  being  considered  such  a  separatbn  of  the  inter- 
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e^  and  its  control  as  is  contrary  to  public  policy,  so  tiiat 
though  an  alleged  irrevocable  proxy  has  been  given,  its 
giver  may  cancel  it  at  any  time. 

Sec.  1887.  SAME  SUBJECT  —  VOTING 
TRUSTS. — Voting  trusts  are  agreenents  among 
shareholders  to  vote  all  the  shares  they  own  in  the  way 
the  majority  of  the  parties  to  the  agreement  direct,  or 
in  the  way  some  trustee  or  outside  party  shall  direct; 
when  such  an  agreement  is  entered  into  for  the  purpose, 
and  having  the  effect  of  placing  the  control  of  the  cor- 
poration in  a  minority  of  the  shareholders,  it  is  gen- 
erally held  voidable  and  unenforceable  at  the  option  of 
any  party  to  it.  In  some  cases  where  they  serve  the 
purpose  of  sustaining  or  preserving  rights  that  other- 
wise might  be  in  peril,  they  have  been  upheld.  Such 
agreements  are  also  generally  upheld  in  New  York 
and  Califomia. 

Sec.  1888.  SAME  SUBJECT— CUMULATIVE 
VOTING. — Cumulative  voting  is  a  method  authorized 
by  statute,  and  is  designed  to  allow  the  minority  of 
shareholders  to  obtain  representation  upon  the  direc- 
torate of  the  corporation.  It  may  be  illustrated  thus: 
A  owns  ten  shares  of  stock  in  a  corporation  having  five 
directors,  and  would  ordinarily  only  have  the  right  to 
vote  his  ten  sAiares  for  each  of  the  five  directors,  or  fifty 
for  all  of  them;  the  cumulative  vote  expressly  authorizes 
him  to  vote  his  fifty  votes  for  one  director,  instead  of  ten 
for  each  of  five  directors  as  he  is  ordinarily  compelled  to 
do ;  or  he  may  cast  twenty-five  votes  for  each  of  two  can- 
didates, and  none  for  Uie  others,  or  make  such  cumula- 
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tion  or  separation  of  his  votes  as  will  best  serve  his  in- 
terests in  getting  represented  in  the  directorate.* 

Sec.  1889.  SAME  SUBJECT— DIVIDENDS. 
— ^By  a  dividend  is  meant  a  sum  set  aside  out  of  the 
corporate  profits  to  be  divided  among  the  shareholders 
in  proportion  to  their  holdings.  Dividends,  in  order  to 
be  valid,  must  be  declared  out  of  the  corporate  profits — 
that  is,  the  balance  remaining  in  the  corporate  treasury 
after  all  current  expenses  of  operation  and  fixed  charges 
are  paid  and  losses  in  capital  are  made  up.  When  the 
corporation  has  earned  profits  which  could  be  applied  to 
the  payment  of  dividends,  and  also  has  the  power  to  in- 
crease its  shares  of  stock,  it  may  keep  the  money  and  de- 
clare a  stock  dividend,  by  issuing  shares  instead,  to  an 
amount  in  face  value  equal  to  the  profits  to  be  divided. 
Before  dividends  belong  to  the  shareholders,  and  not  to 
the  corporation,  they  must  be  declared  by  the  board  of 
directors,  and  the  funds  set  aside  to  pay  them;  from 
that  time  the  shareholder  is  considered  part  owner  of  the 
fund  set  aside,  though  not  yet  due;  without  this  setting 
aside  of  a  particular  fund  or  amount  out  of  which  pay- 
ment is  to  be  made,  the  shareholder  is  a  mere  creditor 
as  to  the  amount  declared,  and  must  idiare  with  the 
other  creditors  in  case  insolvency  afterward  occurs  be- 
fore payment.  The  shareholder  must  demand  payment 
of  the  sum  so  set  aside  before  the  corporation  is  in  fault; 


^This  cumulative  method  of  voting  is  being  advocated  in 
general  elections  where  there  is  more  than  one  public  officer 
to  be  elected  to  the  same  body,  in  order  to  give  minority  par- 
ties representation  in  the  governing  bodies. 
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after  demand  he  can  sue  the  corporation  for  refusing 
to  pay,  either  in  assumpsit  or  for  debt. 

Sec.  1840.  SAME  SUBJECT— WHO  IS  EN- 
TITLED TO  DIVIDENDS.— The  owner  of  the 
shares  at  the  time  the  dividends  are  declared  is  entitled 
to  them,  and  it  makes  no  diflFerence  when  they  were 
earned,  or  when  they  are  to  be  paid.  If  A  is  the 
owner  of  shares  when  a  dividend  19  declared,  it  belongs 
to  him,  though  it  does  not  become  due  until  after  A  has 
transferred  his  shares  to  B.  So,  likewise,  if  A  sells  to 
B  before  a  dividend  is  declared,  it  of  right  belcmgs  to  B 
though  it  is  declared  before  the  transfer  on  the  books  is 
made  to  B ;  in  this  caae,  however,  the  corporation  will  be 
justified  in  pajring  to  A,  if  it  has  no  knowledge  of  B*s 
claim;  and  generally  the  corporation  is  protected  if  it  in 
good  faith  pays  to  the  registered  owner. 

Sec.  1841.  SAME  SUBJECT— DIVIDENDS 
AS  BETWEEN  LIFE  TENANT  AND  RE- 
MAINDER-MAN.— As  between  the  ckims  of  a  life 
tenant  and  remainder-man  to  stock  dividends  the  cases 
are  in  conflict;  one  line  of  authorities  hold  that  if  the 
dividends  is  declared  in  money,  it  is  always  to  be  paid  to 
the  life  tenant  as  income;  while  if  rt  is  a  stock  dividend, 
it  is  all  to  be  paid  to  the  remainder-man  as  part  of  the 
estate.  Another  rule  is,  that  if  the  dividend  is  ordinary 
— ^that  is,  one  arising  from  the  ordinary  operations  of 
the  company — it  will  go  to  the  life  tenant;  but  if  extra- 
ordinary, such  as  declared  out  of  the  capital  when  the 
stock  is  lawfully  reduced — all  of  it  should  be  paid  to  the 
remainder-man.    Another  rule,  and  the  one  having  the 


Digitized  by 


Google 


SPECIAL  RELATIONS.  119 

weigirt  of  authority,  is  that  the  courts  will  mvestigate 
when  the  dividend  was  earned;  if  earned  before  the 
death  of  the  pwson  creating  the  tenancy  for  life,  and  in 
remainder,  it  will  go  to  the  remainder-man;  if  it  in  fact 
represents  earnings  accumulated  after  the  death  of  such 
person,  it  will  go  to  the  life  tenant,  whether  paid  in 
money  or  stock* 

Sec  1842.  SAME  SUBJECT— TRANSFER 
OF  SHARES— THE  RIGHT  TO  TRANSFER. 
— The  general  method  of  traHsfer  has  been  described  in 
a  previous  section.  The  right  to  transfer  is  an  incident 
of  the  ownership  of  the  property  in  the  shares — ^and  the 
corporation,  unless  the  state  expressly  allows,  cannot 
prevent  such  transfer,  although  it  may  regulate  it  by 
reasonable  provisions  for  the  protection  of  the  corpora- 
tion. There  is  no  right  generally  recognized  in  this  coun- 
try to  transfer  shares  after  insolvency,  or  to  transfer  to 
on  incompetent  or  insolvoit  person  for  the  purpose  of 
evading  liability. 

Sec.  1848.  SAME  SUBJECT— REGISTRA- 
TION  OF  TRANSFER  OF  SHARES.— There  are 
two  theories  as  to  the  necessity  of  the  registration  of  the 
transfer  of  shares  on  the  books  of  the  corporation; — 
one  is  that  the  legal  title  does  not  pass  by  the  delivery 
of  the  certificate  duly  endorsed  and  assigned,  but  that 
registration  is  essential  to  pass  the  legal  title,  only  the 
equitable  title  passing  until  such  registration  is  made;  the 
other  theory  is,  that  as  between  the  parties  themselves, 
and  all  other  parties  claiming  through  them,  the  whole 
title  passes  by  the  delivery  of  the  certificate  of  stock  duly 
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endorsed  with  a  power  of  attorney  to  have  the  transfer 
made  on  the  books  of  the  company.  As  betweai  the 
corporation  and  the  transferor  or  transferee,  until  the 
registration  is  made  on  tiie  books  of  the  company, 
the  corporation  may,  until  it  is  satisfied  of  the  right 
of  the  transferee,  recognize  ibe  registered  owner.  The 
above  rules  become  of  importance  ia  the  case  of  attach- 
ing creditors  of  the  transferor,  and  give  exactly  oppo-i 
site  results.  As  between  pledgor  and  pledgee,  registra- 
tion is  unnecessary.  But  the  pledgee  in  order  to 
prevent  the  possibility  of  loss,  usually  has  tiie  stock 
registered  ia  his  name. 

Sec.  1844.  SAME  SUBJECT— EFFECT  OF 
TRANSFER  OF  STOCKS  UPON  FORGED 
POWER  OF  ATTORNEY.— The  transfer  of  shares 
upon  a  forged  power  of  attorney  has  no  legal  effect 
upon  the  rights  of  the  original  owner,  as  he  cannot  be 
deprived  of  his  property  by  forgery  unless  he  is  in  some 
way  chargeable  with  negligence.  If  the  corporation  ac- 
cepts and  cancels  a  forged  certificate,  and  issues  a  new 
one  in  its  place,  a  bona  fide  purchaser  of  the  new  cer- 
tificate is  protected,  but  if  the  corporation  has  issued  all 
the  shares  it  has  a  right  to  issue,  the  purdiaser  has  an 
action  for  damages  against  the  corporation;  for  the  cer- 
tificate is  a  continuing  representation  of  the  validity  of 
the  shares  when  issued  to  an  innocent  party;  the  original 
owner  can  still  claim  the  rights  of  membership;  the 
forger,  or  the  person  who  induces  ihe  corporation  to  act, 
is  liable  to  it  for  any  loss  it  sustains.    The  same  rules 
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apply  to  the  case  of  lost  certificate  of  shares,  if  tibe 
owner  of  the  certificate  is  not  at  fault. 

Sec-  1845.  SAME  SUBJECT— EFFECT  OF 
TRANSFER  OF  SHARES  IN  BREACH  OF 
TRUST. — ^Where  one  person  holds  shares  in  trust  for 
another,  and  there  is  nothing  in  the  certificates,  or  cm 
the  register,  to  show  that  a  trust  exists,  a  bona  fide  pur- 
chaser from  the  trustee  will  obtain  a  good  title  as 
against  the  cestui  que  trust,  and  the  latter  must  look  to 
the  trustee.  While  if  the  certificate  or  register  shows 
that  a  trust  exists,  the  purchaser  takes  it  subject  to  the 
trust.  So  that  if  the  corporation  has  knowledge  of  the 
trust,  or  of  any  limit  upon  the  power  of  the  trustee  to 
transfer  the  shares,  and  it  knowingly  allows  him  to 
transfer  contrary  to  liis  authority,  the  corporation 
thereby  becomes  liable  to  the  party  injured. 

Sec.  1846-  SAME  SUBJECT— HOW  A  GIFT 
OF  SHARES  MAY  BE  MADE.— A  gift  of  shares 
may  be  made  by  a  delivery  of  the  certificate  properly 
indorsed  for  that  purpose.  Registration  is  not  essen- 
tial to  the  validity  of  the  gift. 

Sec.  1847.  SAME  SUBJECT— EFFECT  OF 
THE  TRANSFER  OF  SHARES.— The  general 
rule  is  that  the  transferer  of  dbares  is  no  longer  a  mem- 
ber, and  is  no  longer  in  any  way  liable  to  the  corpora- 
tion or  its  creditors,  even  though  the  shares  are  not  fully 
paid;  the  purchaser,  on  the  other  hand,  assumes,  if  he 
has  knowledge  of  the  facts,  all  the  obligations,  and  is 
entitled  to  oQ  the  rights  of  the  seller.  If  he  has  no 
knowledge  that  the  shares  were  not  paid  up,  in  the  ab- 
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sence  of  any  statute  to  the  contrary,  he  is  not  liable  to 
the  corporation  or  its  creditors. 

Sec.  1848.  SAME  SUB JECT— REMEDY  FOR 
REFUSAL  TO  TRANSFER.— The  remedy  for  a 
refusal  may  be  an  action  to  recover  the  value  of  the 
shares,  as  damages;  the  value  usually  being  that  at  the 
time  of  the  refusal;  but  by  some  courts  it  is  the  value 
at  the  time  of  the  trial  or  the  highest  value  at  any  time 
between  the  refusal  and  the  trial.  And  under  some  cir- 
cumstances, a  court  of  equity,  or  a  court  of  law,  will 
compel  the  transfer  of  shares,  in  case  of  a  refusal. 

Sec.  1849.  SAME  SUBJECT— SHAREHOLD- 
ER^S  RIGHT  TO  INSPECT  BOOKS.— At  com- 
mon law  a  shareholder  had  the  right  to  inspect  the  cor- 
porate books  whenever  there  was  a  real  matter  of  contro- 
versy between  him  and  the  corporation,  its  officers  or 
shareholders,  which  made  it  necessary  to  see  the  books; 
now  by  statute  it  is  generally  provided  that  a  share- 
holder has  the  right  at  reasonable  times  to  see  the  books 
and  take  copies  of  the  entries  by  himself  or  his  agent 
without  there  being  an  actual  controversy  existing;  the 
right  to  inspect  the  books  must  be  exercised  at  a  rea- 
sonable time;  if  refused,  an  action  for  damages  will  lie, 
or  the  custodian  may  be  compelled  by  mandamus  to  per- 
mit inspection. 

Sec.  1850.  SAME  SUBJECT  —  RIGHT  TO 
SHARE  IN  INCREASE  OF  STOCK.— Where  the 
corporation  has  the  right  to  increase  its  capital  stock, 
each  shareholder  has  a  right  to  subscribe  for  such  pro- 
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porti(Hi  of  the  new  stock  as  his  holdings  are  of  the  old 
stock,  in  preference  to  outside  parties. 

Sec.  1851.  SAME  SUBJECT— SHAREHOLD- 
ER'S RIGHT  TO  SUE  FOR  MONEYS  DUE 
THE  CORPORATION.— The  general  rule  is  that 
diareholdeps  have  no  right  to  sue  for  moneys  due  the 
corporation,  the  corporation  itself  being  the  proper 
party  to  maintain  the  action.  But  in  some  cases  there 
would  be  a  failure  of  justice  if  the  shareholders  were 
not  allowed  to  bring  the  suit.  WhenevCT  the  corpora- 
tion is  unable  to  sue  for  a  wrong  done  it,  then  a  bona  fide 
i^reholder  may,  upon  behalf  of  himself  and  all  others, 
sue  to  have  the  wrong  righted.  The  wrongs  for  which 
suit  may  thus  be  brought  are  the  ultra  vires  acts  of 
the  agents,  resulting  in  damages  to  the  corporation;  the 
fraudulent  acts  of  the  directors,  or  their  acting  in  tiieir 
own  interests  instead  of  the  corporate  interest;  and  op- 
pressive or  fraudulent  acts  of  a  majority  of  the  stock- 
holders. The  plaintiff  must  usually  allege  and  show 
that  he  tried  to  have  corporate  action  taken  through  the 
proper  corporate  agency,  to  have  the  wrong  righted,  and 
that  they  refused,  or  that  the  wrongdoers  were  the  cor- 
porate oflBcers  themselves,  who  had  authority  to  have  the 
corporation  sue.  If  the  offense  charged  is  one  that  the 
shareholders  could  ratify,  the  courts  will  not  interfere 
until  they  have  been  called  to  pass  upon  the  matter, 
unless  delay  would  endanger  substantial  rights. 

Sec.  1852.  CREDITORS— CREDITORS  AND 
THE  STATE.— As  a  general  rule,  the  state,  unless  it 
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has  reserved  tbe  power  to  amend  or  repeal  a  charter, 
cannot  repeal  or  change  the  statutory  contractual  lia- 
bility of  sfhareholders,  so  as  to  impair  the  security  of 
existing  creditors;  but  the  penal  liability  of  sharehold- 
ers may  be  repealed  or  changed,  and  if  the  state  has 
reserved  the  power  to  repeal,  the  contractual  liability 
may  be  changed;  dissolution  by  the  state  does  not  affect 
creditors'  rights;  they  are  still  enforceable  against  the 
assets  of  the  corporation.  The  state  may  modify  the 
remedies  against  a  corporation,  provided  they  are  not 
substantially  taken  away. 

Sec.  1858.  SAME  SUBJECT  —  CREDITORS 
AND  THE  CORPORATION.— Creditors  have  all 
the  ordinary  rights  to  enforce  their  claims  against  the 
corporation  in  the  usual  way  in  courts,  that  they  have 
against  individuals,  except  that  property  necessary  for 
the  corporation  to  perform  some  public  duty  cannot  be 
taken  on  execution;  but  tbe  income  from  such  prop- 
erty may  be  secured  in  equity  or  otherwise  to  apply  on 
the  claims  of  creditors.  But  creditors  have  no  right  to 
interfere  with,  or  dictate  in  regard  to  the  manner  in 
which  the  corporation  is  managed. 

Sec.  1854.  SAME  SUBJECT— PREFERRING 
CREDITORS.— Corporations,  by  the  great  weight  of 
authority,  have  tbe  same  right  to  prefer  a  creditor  in 
case  of  insolvency  that  an  individual  has.  Where  this 
rule  applies,  a  bona  fide  shareholding  creditor,  or  a  cred- 
itor who  is  a  director  in  the  corporation  may  be  pre* 
f  erred.  In  some  of  the  states  it  is  held  that  as  soon  as 
insolvency  occurs,  the  assets  of  the  corporation  become  a 
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trust  fund  for  creditors,  for  distribution  among  all  the 
creditors  in  proportion  to  their  claims;  and  that  the  cor- 
poration can  give  no  preferences.* 

Sec.  1855.  SAME  SUBJECT— ASSETS  ARE 
REGARDED  AS  A  TRUST  FUND  FOR  THE 
PROTECTION  OF  CREDITORS.— The  general 
doctrine  is  that  the  capital  of  a  corporation  is  a  fund  set 
apart  for  the  protection  of  creditors,  and  cannot  be  given 
away,  or  distributed  among  shareholders  until  creditors 
are  fully  paid.  (Sanger  v.  Upton,  91  U.  S.  66.)  It  is 
further  held,  that  there  is  included  in  this  fund,  not  only 
any  property  the  corporation  may  have,  but  the  simis 
unpaid  by  the  shareholders  upon  their  stock  subscrip- 
tions, so  far  as  may  be  necessary  to  pay  creditors ;  and  all 
claims  due  the  corporation  from  whatever  source  may  be 
collected  and  applied  to  satisfy  claims  of  creditors;  also 
all  capital  of  the  company  distributed  to  the  sharehold- 
ers, that  has  had  the  eflfect  to  reduce  the  property  below 
the  amount  of  capital  stock  that  the  corporation  should 
have,  can  be  recovered,  if  necessary  to  pay  creditors; 
and,  in  those  states  where  stockholders'  double  liability 
is  recognized,  creditors  can  enforce  their  claims  against 


•That  a  corporation  may  prefer  creditors,  in  the  absence  of 
express  statutory  provision,  see:  Chamberlains  y.  Bromberg, 
88  Ala.  676;  Reichwald  v.  Hotel  Co.,  106  Dl.  439;  Kendall  v. 
Bishop,  76  Mich.  634;  Wilkinson  v.  Bauerle,  41  N.  J.  Eq.  635; 
Rollins  V.  Carriage  Co.,  80  la.  880;  Coats  v.  Donnell,  94  N. 
Y.  168.  Contra,  Rouse  y.  Bank,  46  Ohio  St.  498;  Hardware 
Co.  V.  Stove  Mfg.  Co.,  86  Tex.  14S. 
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the  stockholders  to  the  extent  of  this  liability.     (102  U. 
S.  422.) 

See.  1856.  SAME  SUBJECT— RIGHT  OF 
CREDITOR  TO  PREVENT  DISSIPATION  OF 
FUNDS. — Though  the  creditors  have  no  right  to  in-» 
terfere  in  the  corporate  management;  yet  tiiey  may,  in 
certain  cases,  bring  proceedings  to  enjoin  threatened 
acts  or  wrongs  on  the  part  of  the  corporation,  which 
would  have  the  result  to  destroy  tiie  security  of  the  cred- 
itors; so  they  may  enjoin  a  waste  of  the  corporate  funds, 
and  have  conveyances  set  aside  whidi  were  made  in 
fraud  of  their  rights.  In  such  cases  the  creditor  must 
first  establish  his  claim  by  a  judgment  at  law,  or  in  some 
other  way  obtain  a  lien  upon  the  corporate  assets,  before 
a  court  of  equity  wiU  give  him  such  relief. 

Sec.  1857.  SAME  SUBJECT— CREDITORS 
AND  OFFICERS.— So  long  as  the  officers  of  the  cor- 
poration keep  within  their  authority,  they  do  not  make 
themselves  liable  to  creditors  upon  contracts  they  make 
for  the  company;  if  they  exceed  their  authority,  they 
become  liable  to  those  with  whom  they  contract;  if  they 
commit  a  tort  while  acting  for  the  company,  they  are 
liable  therefore  to  the  person  injured,  although  the  cor- 
poration may  also  be  liable.  The  directors  may  be  liable 
for  tort  in  so  managing  the  corporation  as  to  create 
or  maintain  a  nuisance;  and  under  some  circumstances, 
if  they  are  negligent  in  managing  the  corporate  affairs, 
so  that  the  corporation  would  have  an  action  for  dam- 
ages against  them,  upon  insolvency,  such  a  claim  for 
damages  is  an  asset  which  the  creditors  have  a  right 
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to  have  enforced  against  the  offieers,  if  necessary  to  pay 
their  claims.* 

Sec.  1858.  SAME  SUBJECT— STATUTORY 
LIABILITY  OF  OFFICERS.— In  many  of  the 
states,  where  oflScers  f afl  to  make  certain  required  re- 
ports, or  make  false  ones,  or  incur  debts  in  excess  of  a 
certain  amount,  they  are  made  liable  for  the  debts  of 
the  corporation;  in  such  cases  the  statutory  method  of 
recovery,  if  any  is  fixed,  must  be  followed;  but  the 
courts  will  allow  recovery  to  be  made  in  some  of  the 
ordinary  forms  of  proceeding,  if  no  special  form  is  pro- 
vided.t 

Sec.  1859.  SAME  SUBJECT— CREDITORS 
AND  SHAREHOLDERS.-^Creditors  have  no 
rights  against  shareholders  in  the  absence  of  a  special 
statutory  liability,  provided  the  corporation  is  de  jurCj 
and  the  face  value  of  the  stock  has  been  fuUy  paid  in, 
and  there  has  been  no  distribution  of  the  capital  stock 
before  creditors  are  paid.  The  liability  of  shareholders 
arises  in  one  of  two  ways:  1.  From  the  common  law. 
2.  Under  special  statutes.  The  common  law  liability 
arises  principally  under  one  of  these  three  circumstances : 
(a)  Imperfect  organization;  (b)  Failure  to  pay  in  full 


♦2  Mor.  Priv.  Corp.,  Sees.  796-6;  Gratz  v.  Redd,  4  B. 
Monr.  (Ky.)  178;  Hun  v.  Gary,  82  N.  Y.  66;  Marshall  v. 
Bank,  85  Va.  676;  Spering^s  Appeal,  71  Pa.  St.  11;  Mowbray 
V.  Antrim,  128  Ind.  24. 

fBruce  v.  Pktt,  80  N.  Y.  879;  Gaus  v.  Switzcr,  9  Mont. 
408;  Matthews  y.  Patterson,  16  Colo.  215;  Patterson  v.  Mf^. 
Co.,  41  Minn.  84. 
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the  amount  subscribed;   (c)   Paymait  of  dividends  out 
of  capital  instead  of  from  profits. 

(a)  Imperfect  Organization.  The  liabiKty  arising 
from  imperfect  organization  is  based  upon  the  rule  that 
when  a  number  of  persons  undertake  a  business  transac- 
tion and  fail  to  become  incorporated,  tiie  conunon  law 
partnership  liability  results.  If  the  corporation  is  de 
facto,  the  weiglht  of  authority  holds  that  there  is  no  other 
than  the  corporate  liability;  and  so,  too,  where  there  is 
an  estoppel  against  a  particular  creditor,  he  cannot  hold 
the  members  to  an  individual  partnership  liability. 

(b)  Failure  to  Pay  Amount  Subscribed  in  Full. 
Since  the  capital  stock  is  a  fund  for  the  protection  of 
creditors,  it  is  in  the  nature  of  a  fraud  for  the  corpora- 
tion or  the  shardholders  to  claim  to  have  a  capital 
stock  up  to  a  certain  amount  which  it  has  never  received; 
the  courts  say  that  for  the  proted;ion  of  creditors,  when 
necessary  for  their  payment,  the  shareholders  will  be  re- 
quired to  make  this  representation  good,  by  making 
payment  of  the  balance  due  upon  the  capital  stock;  this 
is  what  is  usually  meant  by  saying  that  such  subscrip- 
tions are  a  trust  fund  for  tlie  creditors'  security. 

(c)  Payment  of  Dividends  Out  of  Capital.  If  the 
^areholders  divide  the  corporate  assets  among  them- 
selves, before  paying  the  creditors,  ihe  result  is  the  same 
as  in  the  preceding  cases,  and  the  creditors  have  a  right 
to  have  the  sum  so  distributed  paid  back  so  far  as  may 
be  necessary  to  pay  their  claims  in  full. 

In  the  last  two  instances  above  mentioned,  the  cred- 
itor's rights  arise  only  after  he  has  established  his  claim 
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by  judgment  against  the  corporation,  and  has  taken  out 
execution  against  the  corporate  property  and  had  it 
returned  unsatisfied,  or  partly  so.  Then  he  has  the  right 
to  sue  the  shareholders  in  equity  to  have  the  sums  due 
the  corporation  paid  in  to  satisfy  his  claims;  he  must 
usually  bring  a  creditor's  bill  in  such  a  way  that  the 
other  creditors  can  come  in  and  share  in  the  proceeds  in 
proportion  to  their  claims. 

A  judgment  against  the  corporation  is  conclusive  as 
to  the  debt  of  the  corporation,  and  an  assessment  against 
the  shareholder  by  the  court  cannot  be  questioned  by 
the  shareholder;  but  he  can  contest  his  liability  on  the 
ground  that  he  is  not  a  member,  or  that  the  judgment 
was  fraudulently  obtained. 

A  receiver  is  usually  appointed  in  such  cases  by  the 
court  who  has  authority  to  sue  any  shareholder  in  any 
state,  who  owes  the  corporation,  to  recover  the  amount 
so  due;  the  liability  of  the  shareholder  is  several,  but 
it  is  usual  in  such  a  suit  to  join  all,  though  some  are  out 
of  the  jurisdiction  of  the  court. 

Sec.  1860.  SAME  SUBJECT— EFFECT  OF 
AGREEMENT  TO  PAY  IN  PROPERTY  ON 
RIGHTS  OF  CREDITORS,  ETC.— Where  the 
creditor  has  a  right  to  proceed  against  the  shareholders 
for  a  failure  to  pay  the  full  amount  of  stock  sub- 
scribed by  them,  a  difficult  question  sometimes  arises  as 
to  the  liability  of  shareholders  who  have  an  agreement 
with  the  corporation  by  which  they  are  not  to  pay  in  full 
for  their  shares.  Such  agreements  are  valid  as  between 
the  corporation  and  the  shareholder,  but  are  generally 
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invalid  as  against  creditors.  As  a  rule  the  creditor  can 
require  full  payment  from  the  srtockholders  for  his  pro- 
tection»  except  in  four  cases: 

1.  When  the  shareholder  has  purchased,  in  good 
faith,  shares  that  were  not  in  fact  fully  paid,  he  is  not 
liable  to  creditors  for  the  unpaid  amount. 

2.  When  the  corporation  is  in  failing  circumstances, 
but  with  the  power  to  increase  its  stock,  and  it  does  this 
under  stress  of  circumstances,  and  in  good  faith,  to  re- 
establish itself,  it  may  sell  such  stock  at  its  market  value, 
or  issue  it  as  bonus  along  with  bonds  issued  to  tide  over 
its  difficulties,  and  those  who  take  ihe  stock  or  boncb, 
or  both,  in  good  faith,  at  their  market  value,  will  not 
be  held  to  any  further  liability  in  favor  of  subsequent 
creditors. 

8.  It  is  held  in  New  York  and  Illinois,  that  a  cor- 
poration like  a  railroad  company  may  issue  its  shares 
below  par,  or  at  their  market  value,  in  payment  of  a 
construction  company  for  the  construction  of  its  road, 
and  such  company  is  not  liable  to  subsequent  creditors 
for  the  diflference  between  the  face  value  of  the  shares, 
and  the  price  at  which  they  were  taken. 

4.  In  case  shares  are  paid  for  in  property,  it  is  gen- 
erally held  that  so  long  as  there  is  no  actual  fraud  in 
valuing  the  property,  whatever  price  it  is  taken  at,  even 
if  it  is  an  overvaluation,  shall  be  final,  and  creditors 
cannot  complain;  but  in  9ome  states,  notably  Missouri, 
any  overvaluation  of  property  taken  in  payment  of 
shares,  though  done  in  good  faith,  must  be  paid  back 
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to  the  company  by  the  person  receiving  the  shares  upon 
that  basis.  Many  cases  also  hold  tiiat  an  excessive  over- 
valuation is  prima  facie  fraudulent,  and  tiie  discrepancy 
will  be  required  to  be  satisfactorily  explained,  or 
made  up. 

Perhaps  good  will  is  property  with  which  shares  can 
be  paid,  if  it  really  exists  in  the  particular  case;  so  labor, 
services,  patents,  franchises,  and  tfate  like,  are  property 
with  which  shares  may  be  purchased. 

Sec.  1861.  SAME  SUBJECT— 2.  LIABILITY 
OF  SHAREHOLDERS  UNDER  SPECIAL 
STATUTES.— Statutory  liability  is  one  imposed  upon 
shareholders  by  special  statute  over  and  above  their  com- 
mon law  liability,  for  the  protection  of  creditors;  it  is 
not  generally  a  part  of  the  corporate  funds  for  the 
purpose  of  carrying  on  its  business,  but  it  is  ratiier  a 
security  for  creditors  alone.  As  to  its  legal  character, 
this  statutory  liability  is  either:  1.  Contractual,  or  2. 
Penal. 

The  contractual  statutory  liability  may  be  either,  (a) 
A  joint  and  several  unlimited  primary  liability;  (b)  A 
joint  and  several  unlimited  secondary  liability;  or  (c) 
A  limited  primary  and  secondary  liability. 

If  primary,  the  liability  arises  at  the  time  the  liabil- 
ity of  the  corporation  does;  if  secondary,  it  arises  only 
after  the  corporation  is  unable  to  pay;  if  unlimited,  it 
is  substantially  that  of  a  partner;  if  limited,  then  it  ex- 
tends only  to  the  limit  fixed,  which  is  usually  a  sum 
equal  to  the  amount  of  the  subscription,  or  such  a  pro- 
portion of  the  debts  as  the  shareholder's  shares  are  to 
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the  total  shares.  If  it  is  primary,  the  statute  of  limita- 
tions would  begin  to  nm  at  the  same  time  it  does  against 
the  corporation;  if  secondary,  only  after  it  was  estab- 
hshed  that  the  corporation  could  not  pay.  This  liability 
may  be  provided  in  constitutional  or  statutory  provision; 
if  it  is  provided  for  in  the  constitution,  it  will  be  self- 
executing  whenever  it  is  fixed  in  amount,  and  no  special 
machinery  is  necessary  for  its  enforcement. 

Sec.  1862.  SAME  SUBJECT— WHEN  LIA- 
BILITY PENAL  IN  FORM  WILL  BE  CON- 
SIDERED CONTRACTUAL  IN  NATURE.— A 

penalty  is  a  pimishment  or  fine  provided  for  doing  some- 
thing that  is  forbidden,  and  is  to  be  recovered  by  the 
state;  it  can  be  changed  or  modified  at  any  time,  and 
it  is  not  enforceable  outsdde  of  the  state.  Some  of  the 
statutory  liabilities  of  shareholders  are  similar  in  form 
to  penalties,  but  if  they  are  designed  for  the  protection 
of  creditors,  in  sudi  a  way  that  the  offender  becomes  a 
debtor  to  the  creditor  by  his  failure,  they  are  usually 
considered  contractual  in  nature  so  as  to  allow  suits  to 
be  brought  in  other  states,  for  their  enforcement  in  favor 
of  creditors.  If  the  liability  is  contractual,  subsequent 
creditors  have  a  vested  right  to  its  enforcement  for  theu* 
protection,  so  that  it  could  not  be  taken  away  without 
their  consent;  sudi  a  liability  also  survives  and  attaches 
to  liie  estate  of  a  deceased  i^reholder,  and  may  be  en- 
forced against  it;  or  the  representative  of  a  deceased 
creditor  can  enforce  it  against  shareholders.  * 
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Sec.  1868.  SAME  SUBJECT— ENFORCE- 
MENT OP  STATUTORY  LIABILITY  IN 
OTHER  JURISDICTIONS.— If  a  special  remedy 
is  provided  in  the  state  creating  the  statutory  liability 
of  such  a  kind,  that  tiie  right  cannot  be  separated  from 
the  proceeding,  and  this  is  diflFerent  from  tihe  proceeding 
in  the  state  where  it  is  sought  to  be  enforced,  it  cannot 
be  enforced  in  the  other  state  at  all;  but  if  no  special 
remedy  is  provided,  and  it  is  of  a  kind  that  can  be  en- 
forced in  a  foreign  jurisdicbion  by  the  ordinary 
procedure  tiiere,  it  may  then  be  enforced  in  such 
foreign  jurisdiction.  The  usual  method  of  enforcmg 
such  statutory  liability,  is  by  means  of  a  creditor's  bill 
and  the  appointm^it  of  a  receiver,  mentioned  in  a  pre* 
ceding  section. 
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PAKT  II. 

PRINCIPLES  OF   THE   LAW  OF 
PUBLIC  CORPORATIONS. 


CHAPTER  I. 

THE  SUBJECT  INTRODUCED  AND  DISTINGUISHED. 

Sec  1864.  WHAT  THE  SUBJECT  IN- 
CLUDES.— ^By  public  corporations  is  usually  meant 
cities  and  villages,  though  the  subject  also  includes  town- 
ships and  counties.  Public  Corporations,  strictly  speak- 
ing, are  organized  to  perform  functH>ns  of  local  self- 
government;  they  are  state  agents,  as  it  were,  and  rep- 
resent the  state  to  the  extent  of  the  power  conferred 
upon  them. 

A  pubHc  corporation  emphasizes  that  part  of  the  defi- 
nition of  a  corporation  which  characterizes  it  as  a 
legal  entity,  created  by  the  state  or  sovereign.  The  term 
entity,  signifying  oneness,  and  typifying  the  unification 
of  a  large  body  of  inhabitants  into  one  distinct  legal 
personality,  for  tiie  purpose  of  government  as  to  local 
matters. 

Sec  1865.  SOME  PRE-REQUISITES  •  TO 
THE  CREATION  OF  A  PUBLIC  CORPORA- 
TION.— ^A  corpoTatkm  is  always  to  be  distinguished 
from  a  voluntary  association,  since  its  sole  right  to  exist- 
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ence  is  derived  from  the  state,  or  sovereign  power, 
through  the  legislature.  Its  assumption  of  an  artificial 
form  or  entity  must  be  authorized  by  law;  and  this  is 
90  whether  the  corporation  is  de  facto  or  de  jure.  If 
there  is  no  law  authorizing  such  a  corporation,  or  making 
its  formation  a  possibility,  there  cannot  be  even  a  de 
facto  corporation.  Again,  the  authority  which  the  cor- 
poration exercises,  must  of  necessity  be  founded  upon 
constitutional  or  statutory  provisions,  since  all  of  its 
powers  are,  originally,  a  part  of  Uie  governmental  pow- 
ers of  the  sovereign.  How  Ihe  legal  entity  may  be 
named  or  designated  is  inunaterial;  and  though  desig-» 
nated  as  a  partnership,  if  it  possesses  the  common  law 
incidents  of  a  corporation,  it  is  a  corporaticm. 

Sec.  1866.  CREATION  OF  PUBLIC  CORPOR- 
ATIONS, IN  GENERAL.— Under  the  common  law 
public  corporations  were  created  by  king's  grant  or 
diarter;  by  act  of  Parliament;  and  by  prescription.  In 
this  country  we  have  no  king  to  grant  charters,  and 
very  few  corporations  by  prescription,  since  by  prescrip- 
tion is  meant,  that  the  corporation  was  founded  so  long 
ago  tiiat  the  records  of  its  incorporation  have  been  lost. 
While  such  corporations  are  common  in  England,  where 
anciently,  boroughs  had  the  right  to  «end  representatives 
to  Parliament,  and  their  corporate  existence,  while  fic- 
titious, was  allowed  because  no  one  could  tell  when  they 
began  to  exercise  corporate  powers. 

In  the  United  States  public  corporations  are  created 
by  the  legislation,  either  under  general  laws,  or  by 
special  enactment,  and  some  few  cases  of  early  New 
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England  towns  may  be  regarded  as  corporations  by 
prescription.  Counties  and  townships  are  usually  in- 
corporated under  some  general  law,  while  cities  and  vil- 
lages are  frequently  incorporated  by  special  enactments. 
But  in  some  states  at  the  present  time,  cities  are  required 
to  be  incorporated  or  classified  under  general  laws;  tiie 
powers  and  incidents  of  each  class  being  prescribed  by 
statute.* 

Sec.  1867.  PUBLIC  AND  PRIVATE  COR- 
PORATIONS  DISTINGUISHED.— We  have  seen 
(ante.  Sec.  1207)  how  corporations  are  classified,  and 
that  the  fundamental  or  principal  division  of  corpora- 
tions is  into  public  and  private. 

While  the  prima  facie  distinction  between  public  and 
private  corporations  is  that  the  former  pertains  to  pub- 
lic affairs,  and  the  latter  to  private  ends,  yet  this  dis- 
tinction is  one  of  shadow  rather  than  substance,  as  in 
one  sense  all  corporations  are  public,  since  they  are  not 
created,  presumptively  at  least,  without  considering  the 
public  good,  and  with  the  design  to  further  the  public 
welfare.  The  chief  distinction  lies  in  the  difference  "in 
the  character  of  the  persons  who  compose  the  corpora- 
tion and  the  nature  of  the  rights  created  by  such  incor-« 


^See  the  Municipal  Code,  passed  by  the  legislature  of  Ohio, 
in  1902,  to  provide  for  the  organization  of  cities  and  incor- 
porated villages,  and  to  restrict  their  power  of  taxation,  as- 
sessment, borrowing  money,  contracting  debts,  and  loaning 
their  credit,  so  as  to  prevent  the  abuse  of  such  powers,  as  re- 
quired by  the  constitution  of  Ohio,  and  to  repeal  all  sections 
of  the  statutes  inconsistent  therewith^  96  Vol.  Ohio  Laws,  S0< 
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poration."*  A  private  corporation,  as  we  have  seen,  re- 
sults from  an  express  or  implied  contract  between  the 
corporators  and  the  state,  and  is  founded  aa  offer  and 
acceptance  the  same  as  any  oilier  contract.  The  con- 
tract giving  rise  to  rights  which  are  protected  from  vio- 
lation by  express  constitutional  provision.  Public  cor- 
porations are  not  the  result  of  any  contract  between 
the  corporators  and  the  state,  and  their  creation  does 
not  vest  any  inviolate  rights  in  the  members  as  private 
individuals,  their  object  and  purpose  being  to  enable 
the  state  to  better  provide  for  the  government  of  the 
people,  by  bestowing  a  portion  of  its  power  upon  the 
corporation  or  community  in  pursuance  of  the  scheme 
to  carry  out  local  self-government.  So  that  the  power 
of  the  legislature  over  public  corporations  is  abnost  ab- 
solute, allowing  it  to  modify,  enlarge,  or  diminish  char* 
ter  powers  at  will;  while  the  charter  rights  of  private 
corporations  are  protected.! 

Sec.  1868.  PUBLIC  AND  MUNICIPAL  COR- 
PORATIONS DISTINGUISHED.— While  muni- 
cipal  corporations  tare  public,  they  are  distinguishable 
from  other  public  corporations,  to  an  extent  that  will 
not  warrant  the  terms,  mwnidpdL,  and  public  corpora- 
tion, being  regarded  as  synonjonous.  This  distinction  is 
thus  explained  by  Professor  Tiedeman; 

^Tiedeman,  Munic.  Corp.,  Sec.  S;  Guest  v.  Water  Co.,  21 
Atl.  1001 ;  Dartmouth  College  ▼.  Woodward,  4  Wheat.  618. 

fPenobscot  B.  Cor.  v.  Lawson,  16  Me.  S24;  Phila.  v.  Field, 
68  Pa.  St.  820;  State  ▼.  Atkinson,  107  N.  C.  817;  Columbus 
V.  Columbus,  62  N.  W.  Rep.  426 ;  Merriweather  v.  Garrett,  102 
U.  S.  «72;  Morris  v.  State,  62  Tex.  728. 
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*'The  municipal  corporation  is,  as  rts  name  implies, 
an  incorporation,  or  body  politic,  created  by  the  act 
of  law  as  an  in^^trument  of  government  over  a  particular 
oommmiity,  and  over  the  people  located  there.  A 
municipal  corporation  is,  in  the  first  instance,  charged 
with  the  exercise  of  all  the  powers  and  the  performance 
of  all  the  duties  which  are  strictly  local  or  municipal 
in  their  nature,  and  which  are  of  peculiar  interest  to 
the  local  community.  They  are  incorporated  for  the 
purpose  of  giving  to  such  community  the  peculiar  fa- 
cilities, for  carrying  on  or  conducting  its  local  affairs, 
which  a  private  corporation  acquires  by  incorporation 
over  the  voluntary  unioin  or  combination  of  individuals. 
We  may,  therefore,  define  a  mimicipal  corporation,  in 
its  h^torical  and  strict  sense,  to  be  the  incorporation, 
by  the  authority  of  the  government,  of  the  inhabitants 
of  a  particular  place  or  district,  and  authorizing  them  in 
their  corporate  capacity  to  exercise  subordinate  specified 
powers  of  legislation  and  regulations,  with  respect  to 
li^ir  local  and  internal  concems.  This  power  of  local 
government  is  the  distinctive  purpose  and  the  dis- 
tinguishing feature  of  a  municipal  corporation  proper. 
As  thus  defined,  the  municipal  corporation  is  to  be  dis- 
tinguished from  other  public  corporations,  like  counties 
on  the  one  hand,  and  school  districts  on  the  other.  The 
municipal  corporation  is  to  be  distinguished  from  coim- 
ties  and  other  subdivisions  of  the  state,  in  that  the  county 
is  not  a  legal  personality  in  whose  hands  is  intrusted  a 
share  of  the  administration  of  the  government,  but  sim- 
ply a  territorial  subdivision  of  the  state  government  and 
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subject  to  the  essential  control  of  such  state  govemmenti 
in  the  administration  of  all  of  its  affairs.  Thus,  for 
example,  a  court  will  declare  that  a  county  is  not  liable, 
independently  of  modem  statutory  modifications,  in 
damages  to  one  who  has  suffered  an  injury  from  the 
wrongful  official  conduct  of  the  county  ofiicers.  Even 
independently  of  any  statutory  provision,  the  municipal 
corporation  is  held  Hablc  .  .  .  But  the  main  distinc- 
tion, and  the  only  reliable  one,  between  public  corpora- 
tions, tike  counties,  and  municipal  corporations  proper, 
is  the  absence  in  the  one  case  of  an  incorporation  and  its 
presence  in  the  other.  Indeed,  counties  are  not  properly 
denominated  corporations.  They  are  at  most  only  qtuim 
corporations,  with  considerable  emphasis  on  the  pre- 
fix/'   •    •    • 

"There  is  still  another  distinction  between  municipal 
corporations  and  these  qiuisi  corporations,  in  regard  to 
their  liability  to  persons  injured  by  the  negligence  of 
the  officers.  Thus  a  school  district  is  held  to  be  free 
from  liability  for  the  trespass  committed  by  its  officers. 
But  in  the  case  of  a  mimicipal  corporation,  the  courts 
have  held  that  the  individuals,  who  compose  the  com- 
munity within  the  jurisdiction  of  the  municipal  corpora- 
tion, enter  into  and  become  parties  to  all  the  acts  of  the 
municipal  government,  or  of  the  officers  of  such  munici- 
pal corporation,  and  are  liable  to  all  parties  who  may 
be  injured  or  wronged  by  the  wrongful  acts  of  these 
officers."* 

♦Munic.  Corp.,  Sec.  8;  citing,  Enfield  v.  Jordan,  119.  U.  S. 
680;  Martin  v.  People,  87  111.  624;  Union  Township  v.  Gib- 
boney,  94  Pa.  St.  634. 


Digitized  by 


Google 


INTRODUCTION.  141 

Sec  1869.  CLASSIFICATION  OF  PUBLIC 
CORPORATIONS.— We  have  seen  that  municipal 
oorporations  are  distinguishahle  from  other  public  qtuisi 
corporations,  such  as  counties,  townships,  and  the  like, 
and  henoe  for  convenience  and  to  prevent  a  confusion 
of  terms,  public  corporations  may  be  classified  as:  Ad- 
ministrative, and  Municipal. 

By  administrative  corporations  we  mean  those  public 
quasi  corporate  agencies  through  which  the  functions  of 
the  state  government  is  performed;  sudi  as  sdiool  and 
road  districts,  counties  and  townships. 

By  municipal  corporations  we  mean  cities  and  vil- 
lages, possessing  peculiar  local  powers  by  reason  of  the 
aggregation  of  persons  in  a  comparatively  small  com- 
pass. 

Li  addition  to  the  distinctions  pointed  out  in  the  last 
section,  another  difference  of  importance  made  between 
mimicipal  and  administrative  corporaticMis  lies  in  the 
construction  of  their  knplied  powers;  the  courts  will 
always  construe  the  charter  of  a  municipal  corporation 
as  giving  a  larger  police  power  by  implication,  than 
would  be  given  to  administrative  corporations. 

Sec  1870.  AUTHORITIES  ON  PUBLIC  OR 
MUNICIPAL  CORPORATIONS.— The  treatise  on 
Municipal  Corporations,  by  J.  F.  Dillon,  in  two  vol- 
umes, is  a  standard  American  work;  Professor  Tiede- 
man's  work  on  Municipal  Corporations  in  one  volume 
is  also  a  reliable  book;  other  treatises  by  Beach,  EUiot 
and  Smith  are  valuable. 
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CHAPTER  11. 

ADMrniSTRATIYE  CORPORATIONS. 

Sec.  1871.  THREE  TYPES  OF  POLITICAL 
COMMUNITIES  POSSESSING  CORPORATE 
POWERS  IN  AMERICA.— In  this  country  there 
are  at  least  three  distmct  types  of  administrative  cor- 
porations or  political  oommumties  possessing  corporate 
powers.  These  three  types  are:  1.  The  New  England 
town.  2.  Southern  Colonial  counties.  8.  A  combina- 
tion of  the  town  and  county  as  found  in  the  West  and 
Northwest. 

1.  The  New  England  Town.  The  New  England 
town,  in  addition  to  other  peculiarities,  differs  from  the 
other  administrative  corporations  in  that  it  is  a  purely 
democratic  institution.*    In  New  England  the  town  was 


♦"When  settlers  came  over  from  England  to  Massachusetts, 
they  usually  came  in  congregations  led  by  their  ministers,  and 
settled  together  in  parishes,  or  townships.  In  this  way  the  soil 
of  Massachusetts  gradually  became  covered  with  little  self-gov- 
erning republics,  called  townships,  or  towns,  each  about  six  or 
eight  miles  square,  with  a  village  street  for  its  center,  surrounded 
by  spreading  farms.  The  church  in  the  village  was  used  not 
only  for  religious  services,  but  also  for  transacting  public  busi- 
ness, and  was  always  called  the  meeting  house.  At  a  later  time 
it  was  used  only  as  a  church,  and  another  building,  called  the 
townhouse  or  town-hall,  was  used  for  public  purposes." — ^Hist. 
of  the  U.  S.  by  John  Fiske,  at  page  94. 
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self -governing,  llie  inhabitants  meeting  together  m  the 
diurch  or  town  hall  to  transact  all  public  business,  so 
that  their  corporate  powers  have  come  to  resemble  both 
those  of  a  mumeipality  and  of  township  or  counties  as 
subdivisions  of  the  state  government.    The  distinction 
originated  from  the  little  self-governing  eonmiunities 
which  established  tibemselves  in  New  England  in  Colo-* 
nial  days,  and  has  been  continued  by  the  state  statutes 
giving  to  these  town-counties  certain  powers  and  duties, 
approximating  in  many  way^  to  the  character  of  an  in- 
corporated city.*    Still  they  are  not  cities  in  tiie  strict 
sense  of  the  word,  and  resemble  school-districts  in  that 
their  powers  are  limited,  and  do  not  extend  to  all  the 
powers  usually  possessed  by  a  regularly  constituted 
municipal  corporation.    As  a  result  of  this  distinction, 
the  student  will  find  that  a  decision  in  New  England 
upon  municipal  corporations  may  be  quite  different  from 
those  in  other  states  as  to  the  powers  and  rights  incident 
to  them,  and  that  English  authorities  on  the  subject  will 
not  be  considered  as  directly  applicable  to  New  England 
towns.t 

2.  Southern  Colonial  Counties.  The  southern  colo- 
nial counties  were  without  townships,  and  unlike  the 
present  counties  which  are  composed  of  a  number  of 
townships.    The  southern  coimty  was  of  a  more  demo- 


♦Tiedeman,  Munic.  Corp.,  Sec.  4. 

fEastman  v.  Meredith,  86  N.  H.  S84,  S90;  Bloomfield  v. 
Bank,  181  U.  S.  121 ;  Webster  v.  Harwinton,  8«  Conn.  181 ; 
Dillon,  Munic.  Corp.,  Sees.  S8-80. 
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oratic  diaracter,  and  resembled,  in  many  respects,  the 
New  England  town,  although  much  larger. 

8.  A  Combination  of  Totvn  and  Comity.  As  popu- 
lation increased  and  spread  over  greater  areas,  the  demo- 
cratic institutions  of  New  England  and  the  South,  be- 
came impracticable;  and  govermnent  as  to  local  matters, 
instead  of  being  democratic  became  representative  in 
character.  All  through  the  West  and  Northwest  the 
political  community  for  some  purposes  is  the  township 
and  for  others  is  the  county;  the  county  being  made  up 
of  towni^ips;  and  for  some  purposes  the  political  unit 
being  a  ward  of  a  city. 

Sec.  1872.  PECULIAR  CHARACTERISTICS 
OF  ADMINISTRATIVE  CORPORATIONS.— 
The  political  or  publfc  corporations  which  we  have  des- 
ignated as  administrative,  such  as  comities,  townships^ 
school  and  road  districts,  and  the  like,  may  be  created, 
changed,  or  destroyed  at  the  will  of  the  legislature.  They 
are  regarded  as  being  agencies  of  the  state,  and  as  such 
have  no  vested,  or  contract  right  to  existence  as  have 
private  corporations.  A  township  or  county,  as  a  cor- 
paration,  hsas  no  vested  rights  agamst  liie  law-making 
power.  While  municipalities,  or  cities  and  villages,  have 
some  kinds  of  corporate  powers  of  which  they  cannot  be 
arbitrarily  divested  by  the  state.* 


♦"In  regard  to  the  powers  and  property  which  are  vested  in 
a  municipal  corporation  in  its  public  character,  as  a  branch  of 
the  state  government,  there  can  be  no  limit  to  the  control  of  such 
corporation  by  the  state.  But  where  the  municipal  corporation, 
as  it  always  does,  by  virtue  of  its  existence  as  a  legal  personality. 
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But,  unless  rertrained  by  constitutional  provision,  the 
legislature  has  full  power  to  change  or  divert  the  prop- 
erty rights  of  administrative  corporations,  as  to  arbi- 
trarily change  the  location  of  a  county  seat.*  So  the 
state  may  abolish  a  county  altogether,  extend  or  limit 
its  boundaries,  divide  it  into  two  or  more,  or  consolidate 
two  or  more  into  one.f 

Again,  counties  and  towns  have  only  such  corpor- 


acquires  the  rights  of  property  of  a  private  character  fur  the 
benefit  of  the  community  which  had  been  incorporated,  and  in 
the  enjoyment  of  which  the  state  is  not  concerned,  these  pro- 
prietary rights  constitute  in  the  constitutional  sense  vested 
rights,  if  not  of  the  municipal  corporation  itself,  yet  of  the 
community  which  has  been  incorporated,  which  cannot  be  di- 
vested or  taken  away  by  legislative  action.  In  respect  to  these 
semi-private  rights  the  legislative  control  is  not  unlimited/' — 
Tiedeman,  Munic.  Corp.,  Sec.  9.  Public  Parks  are  given  as  an 
example  of  such  property,  see  State  v.  Sweickardt,  19  S.  W. 
Rep.  47 ;  People  v.  Detroit,  28  Mich.  288. 

♦Blackf.  (Ind.)  208;  8  Blackf.  861 ;  17  WaU.  822;  4  Scam. 
(HI.)  273;  16  How.  869;  Edwards  v.  Jagers,  19  Ind.  418; 
Fulton  Co.  V.  Rickel,  106  Ind.  508;  Hamilton  Co.  v.  Mighels,  7 
Ohio  St.  119;  Chambers  Co.  v.  Lee  Co.,  55  Ala.  687;  Heigel  v. 
Wichita  Co.,  84  Tex.  892.  In  the  last  case  the  court  said  that 
counties  are  not  corporations  in  the  fullest  sense  of  that  term; 
they  are  commonly  called  qtuui  corporations.  They  are  created 
by  the  state  for  the  purposes  of  government;  their  functions 
are  political  and  administrative,  and  their  powers  are  rather 
duties  imposed  than  privileges  granted. 

fLaramic  Co.  v.  Albany  Co.,  92  U.  S.  808;  State  v.  Hamil- 
ton, 40  Kan.  828;  Railroad  Co.  v.  Taylor  County,  52  Wis.  86; 
Chambers  Co.  v.  Lee  Co.,  55  Ala.  964 ;  Duneombe  v.  Prindle,  12 
Iowa  1. 
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ate  powers  as  tiie  legislature  may  have  eonferred.t 
This  principle  being  very  strictly  construed,  and  much 
more  so  than  the  same  principle  when  applied  to  cities 
and  villages,  or  municipal  corporations  proper.  They 
are  allowed  to  exercise  sudi  implied  powers  as  are 
necessary  to  the  existence  or  enjojonent  of  the  ones 
conferred.  The  extent  of  the  implied  powers  must  be 
determined  from  the  nature  of  the  corporate  existence, 
and  very  few  implied  powers  exist  in  favor  of  townships 
and  coimties.* 

The  implied  powers  of  administrative  corporations 
are  very  limited  and  governed  strictly  by  the  purpose 
of  their  existence.  Hence  they  are  held  to  have  no  im- 
plied power  to  borrow  money,  nor  to  tax  the  people  for 
the  establiidunent  of  some  private  enterprise,  or  contract 

t"A  county  is  one  of  the  civil  divisions  of  a  country  for  ju- 
dicial and  political  purposes,  created  by  the  sovereign  power  of 
the  state  of  its  own  will,  without  the  particular  solicitation,  con- 
sent, or  concurrent  action  of  the  people  who  inhabit  it;  a  local 
organization  which,  for  the  purpose  of  civil  administration,  is 
invested  with  certain  functions  of  corporate  existence.*' — ^Am.  & 
Eng.  Encyc.  Law  (2nd  ed.),  Vol.  7,  p.  900.  It  is  held  in  Eng- 
land that  a  county  is  not  a  corporation,  but  rather  a  convenient 
division  of  the  kingdom,  comprising  several  qtuisi  corporations, 
such  as  parishes,  hundreds,  etc.,  for  judicial  and  political  pur- 
poses. But  in  the  United  States,  though  a  civil  division  of  the 
state,  it  is  generally  invested  by  statute  with  corporate  capacity 
so  as  to  more  fully  carry  out  its  purposes,  though  called  a  qiiasi 
corporation.    Idem. 

♦Wheeler  v.  Wayne  Co.,  182  111.  599;  Evans  v.  Cumberland 
Co.,  89  N.  Car.  157;  92  U.  S.  807;  28  Pick.  71 ;  81  Mich.  25. 
In  the  last  case  it  was  held  that  a  township  had  no  right  to  tax 
the  people  to  maintain  a  park. 
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for  the  benefit  of  third  persons,  or  offer  rewards  for  the 
arrest  of  persons  accused  of  crimes.t  But  such  powers 
are  sometimes  given  by  statute. 

The  power  of  the  legislature  to  confer  upon  admin- 
istrative corporations  the  right  to  tax  the  people  for  a 
quasi  public  purpose,  as  a  railroad,  has  been  questioned^ 
but  by  the  weight  of  authority  it  is  upheld.* 

The  common  law  liabilities  of  administrative  corpora- 
tions as  counties  and  townships  are  limited,  and  are  not 

fJeflFerson  Co.  v.  Ford,  4  Green  (Iowa)  867;  188  U.  S.  678; 

19  Wall.  468;  16  Mich.  268;  Lebcher  v.  Custer  Co.,  9  Mont. 
816;  Edwards  Co.  v.  Jennings  (Tex.  Civ.  App.),  88  S.  W. 
Rep.  585 ;  Hawk  v.  Marion  Co.,  48  Iowa  47S. 

♦Olcott  V.  Fondulac  County,  16  Wall.  689;  Chicot  Co.  v. 
Lewis,  108  U.  S.  164;  Coleman  v.  Marin  County,  50  Cal.  498; 
People  V.  Pueblo  Co.,  2  Colo.  860 ;  Leavenworth  R.  Co.  v.  Doug- 
las County,  18  Kans.  169;  State  v.  Sullivan  County  Ct.,  61  Mo. 
52* ;  Wood  v.  Oxford,  97  N.  Car.  227.    Contra,  Salem  Case,  in 

20  Mich.  452;  where  it  was  held  by  Judge  Cooley  in  an  able 
opinion  that  the  legislature  had  no  power  to  authorize  the 
township  to  tax  the  people  by  majority  vote  to  raise  funds  for 
a  railroad,  as  a  railway  was  a  private  end,  and  not  a  public 
purpose.  This  case,  while  justified  in  many  instances  in  its 
conclusion,  is  not  supported  by  the  weight  of  authority. 

In  Ohio,  by  constitutional  provision,  the  legislature  cannot 
authorize  any  county,  town  or  township  by  vote  of  the  citizens 
or  otherwise,  to  become  a  stockholder  in  any  joint  stock  com- 
pany, corporation  or  association  whatever,  or  to  raise  money  for, 
or  loan  its  credit  to,  or  in  aid  of  any  such  company.  Knox  Co. 
V.  Nichols,  14  O.  St.  260;  2  O.  St.  647. 

In  many  states  the  question  of  aiding  such  enterprises  must 
be  submitted  to  a  vote  of  the  people  and  carried  by  larger  than. 
a  majority  vote.  Colbum  v.  R.  Co.,  94  Tenn.  48;  67  Mo.  853; 
98  U.  S.  169.    See  Dillon,  Munic.  Corp.,  Sec.  157  note. 
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governed  by  the  same  principles  affecting  the  liabiliticB 
of  individuals  or  other  corporations.  The  principles  ap- 
plicable to  torts  caused  by  the  negligence  of  officers  and 
agents  of  such  corporations  are  uKxlified  greatly  under 
the  common  law  from  those  applicable  to  individuals 
and  municipalities.  Their  powers  are  limited,  and  re- 
sulting from  this  their  liabilities  are  also  limited  and 
confined  to  the  purpose  of  their  existence.  Thus  by  the 
common  law,  in  some  states,  counties  and  townships  aare 
not  held  liable  for  damages  resulting  from  defective 
bridges.  But  other  states  hold  there  ia  a  eonunon  law 
liability  for  injuries  caused  by  defective  highway.  By 
statute  they  are  also  usually  made  liable  for  such  in- 
juries. Municipalities,  on  the  other  hand,  are  always 
held  liable  for  damages  resulting  from  neglect  to  keep 
the  streets  in  repair.  This  difference  may  result  from 
the  fact  tibat  cities  have  a  more  complete  control  over 
such  matters  under  their  charters  than  have  counties  and 
townriiips.* 

Sec.  187S.  COUNTIES.— Counties,  as  well  as 
towns  and  sdiool  districts,  may  be  constitutional  bodies, 
that  is,  created  or  provided  for  by  the  state  constitution; 
but  more  often  the  power  to  create  new  counties  is  vested 


"^School  District  t.  Williams,  S8  Ark.  4i64;  Eaton  v.  Mani- 
towoc, 44  Wis.  480^^  4  Mich.  560;  Martin  v.  People,  87  HI. 
M4;  RusmII  v.  Devon  County,  S  T.  R.  9tSl;  Cones  t.  Benton 
Co.,  1S7  Ind.  404;  Templeton  v.  Linn  Co.,  ItSt  Or.  SIS;  Larkin 
T.  Saginaw  Co.,  11  Mich.  88;  Albrecht  v.  Queens  Co.,  84  Hun 
890.  Contra,  County  v.  Duckett,  SO  Md.  468;  Rigony  t. 
Schuylkill  County,  lOS  Pa.  St.  S8C. 
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in  the  legiskture.  It  is  best  to  look  at  the  state  oontki- 
tution  in  each  case  to  see  to  what  extent  the  administra- 
tive  corporataons  are  provided  for,  and  what  Emitaticms 
are  placed  upon  the  legislature  in  regard  thereto.  Where 
provided  for  by  the  constitution,  the  legislature  cannot 
deprive  them  of  their  corporate  powers,  or  of  tiieir  right 
to  exist  under  the  constitution  of  the  state.* 

Sec.  1874-  SAME  SUBJECT— THE  GOVERN- 
ING BODY  IN  THE  COUNTY  IS  THE  BOARD 
OF  COUNTY  COMMISSIONERS.— The  govern- 
ing  body  representing  the  county  consists  of  a  board 
of  elective  officers  usually  designated  as  the  Board 
of  County  Commissioners,  or  Supervisors,  and  in  some 
states  called  Auditing  Board. 

This  board  has  legislative,  executive  and  judicial  fimc- 
tkms  to  perform.  In  its  executive  functions  it  acts  for 
the  state  in  providing  for  the  public  revenues.  In  its 
legislative  capacity  it  equalizes  values  and  apportions 
taxes  to  the  towns  and  cities  within  the  coimty.  In  its 
judicial  capacity  it  audits  claims  against  the  coimty. 

A  question  is  sometimes  raised  as  to  whether  or  not 
a  county  comes  within  the  meaning  of  a  mimidpal  cor- 
ponation,  when  that  term  is  used  in  the  statutes  pro- 
viding that  certain  things  shall  be  done  by  mimicipali- 
ties.  While  a  county  is  not  technically  a  municipal  cor- 
poration, some  courts  hold  that  it  is  included  in  the  term 

♦School  Com'rs  v.  School  Com'ra,  86  Md.  801;  People  v. 
Maynard,  16  Midi.  408;  State  v.  Parker,  fi5  Minn.  SIS;  88 
Minn.  40;  Wade  v.  Richmond,  18  Gratt.  (Va.)  688;  Reynolds 
V.  Holland,  85  Ark,  66;  AdaiM  t.  Ponytk,  44  La.  Ann.  180. 
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municipal  corporation  when  used  in  a  statute  or  con* 
stitution.*    Others  hold  just  the  contrary.! 

Sec.  1875.  SAME  SUBJECT  — GENERAL 
PRINCIPLES  GOVERNING  COMMISSION- 
ERS WHEN  ACTING  AS  AN  AUDITING 
BOARD. — The  Board  of  Commissioners  or  Supervis- 
ors, may  pass  upon  any  claim  that  is  presented,  and  in 
some  cases  their  judgment  is  final;  it  is  at  least  prima 
facie  conchisive  of  the  correctness  of  the  clains  as  against 
the  county,  if  allowed.^  In  many  of  the  states  pro- 
vision is  made  by  statute  that  a  claim  reduced  or  dis- 
allowed by  the  Board  may  be  appealed  to  the  courts; 
and  the  statutes  of  scnne  states  allow  an  appeal  by  the 
county  to  the  courts.  § 

The  board  of  commissioners  cannot  decline  to  act,  or 
exercise  their  powers.  And  a  constitutional  provision 
making  their  award  final,  dx>es  not  justify  them  in  al- 
lowing claims  utterly  illegal.  In  some  jurisdictions  on 
refusal  to  act,  the  claimant  may  sue  upon  his  claim  at 
onoe;  in  others  the  board  may  be  compelled  to  act  by 
mandamus.    When  a  claim  is  already  audited,  or  fixed 


*S9  la.  151 ;  36  Minn.  430 ;  44  Wis.  489. 

t54  Ala.  689;  92  l[.  S.  807;  «8  Mich.  237. 

JGillett  V.  County,  18  Kan.  410;  Com.  Ct.  v.  Moore,  68  Ala. 
26;  Ryan  v.  County,  82  Minn.  188. 

§Warren  Co.  v.  Gregory,  42  Ind.  82;  82  Minn.  188;  Max- 
well V.  Fulton  Co.,  119  Ind.  20;  Moser  v.  Boone  Co.,  91  la. 
869;  44  Minn.  383;  Belmont  Co.  v.  Ziegelhofer,  38  O.  St.  628. 

In  Michigan,  by  constitutional  provision,  the  award  of  the 
board  of  supervisors  on  claims  against  the  county  is  final.  End- 
riss  V.  Chippewa  Co.,  48  Mich.  317. 
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by  law,  as  by  a  judgment  of  a  court,  its  allowance  may 
be  compelled  by  mandamus,  and  the  commissioners  have 
no  power  to  disallow  it.*  While  courts  of  law  define 
the  legislative,  executive  and  judicial  functions  of  all 
corporations,  they  will  not  review  the  exercise  of  discre- 
tion by  a  board,  when  such  discretion  is  exercised  within 
the  limits  defined  and  marked  out  by  law. 

The  boards  of  commissioners  can  only  do  what  the 
law-making  power  has  authorized  them  to  do;  hence 
ibey  cannot  establish  claims  in  favor  of  the  county 
against  a  township.    (55  Mich.  445;  19  Mich.  851.) 

We  have  already  seen,  that  independent  of  statutory 
provision,  the  county  is  not  liable  for  the  negligent  acts 
of  its  servants;  differing  in  this  respect  from  private 
corporations.  Neither  does  the  doctrine  of  respondeat 
superior  apply  to  counties,  since  the  relation  between  a 
county  and  its  officers  is  not  the  same  as  the  relation 
between  master  and  servant.  By  statute,  if  not  by  the 
common  law,  counties  are  required  to  keep  the  public 
highways  in  reasonably  safe  condition,  and  are  made 
liable  for  injuries  sustained  by  reason  of  a  failure  to 
do  so.t  On  account  of  their  limited  powers,  and  being 
agencies  of  the  government,  coimties  are  not  held  to 
guarantee  the  integrity  of  their  officers,  and  are  not 


^Johnson  v.  Sacramento  Co.,  66  Cal.  481 ;  State  v.  Gloyd, 
14  Wash.  6;  Rock  Island  Co.  v.  U.  S.,  4  Wall.  485;  State  v. 
Blossom,  28  Nev.  71 ;  84  Hun  399 ;  Mixer  v.  Manistee  County, 
26  Mich.  422;  State  v.  Hamilton  Co.,  26  Ohio  St.  869;  6  Iowa 
880. 

fSOIa.  851;58Wi8.  200. 
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bound  to  wurwer  for  their  misconduct  Thus  a  county 
treasurer,  though  having  control  of  the  oount/s  moneys, 
is  not  held  to  stand  in  the  same  relation  to  the  county, 
as  a  ca^er  of  a  bank  does  to  the  bank.  As  a  rule,  it 
may  be  said,  that  in  the  abs^ioe  of  express  statutory  pro- 
vision creating  liability,  a  county  is  not  liable  for  torts 
ccmmiitted  by  its  officers  and  agents.* 


^HoUenbeck  v.  Winnebago  Co.,  96  SI.  148;  Askew  y.  Hale 
Co.,  64  Ala.  6S9;  Hamilton  Co.  t.  Mighels,  7  Ohio  St.  109; 
Kincaid  v.  Hardin  Co.,  68  la.  480;  Vigo  Co.  v.  Daily,  182  Ind. 
78;  Reed  v.  Howell  Co.,  186  Mo.  68;  El  Paso  Co.  v.  Bish,  18 
Colo.  474;  Fry  v.  Albemarle  Co.,  86  Va.  196;  Douj^erty  Co.  v. 
Kemp,  66  Ga.  262;  40  Mich.  244. 

In  some  states,  by  statute  and  otherwise,  counties  are  held 
liable  for  damages  caused  by  mobs.  Allegheny  Co.  v.  Gibson, 
90  Pa.  St.  897;  Schiellein  v.  County,  48  Barb.  490;  Luke  v. 
County,  62  Ala.  116. 
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CHAPTER  III. 

mCOBPO&ATION  OF  MUNICIPALITIES  ANB  LEOIgLATiyE 

CONTROL. 

Sec.  1876.  MODES  OF  CREATING  MUNICI- 
PAL  CORPORATIONS  IN  ENGLAND.— In  the 

early  history  of  municipal  corporations  in  England, 
they  were  only  created  by  the  king's  charter,  and  by 
special  act  of  parliament,  and  those  corporations  which 
had  existed  for  a  long  period  of  time,  and  whose  powers 
were  derived  from  the  fact  of  immemorial  usage,  were 
called  corporations  by  prescription.  In  1885  Parlia- 
ment passed  a  Municipal  Corporation  Act  to  unify  the 
irregular  system  prevailing  as  to  corporations.  This  act 
with  amendments  was  finally  enlarged  into  the  Munici- 
pal Incorporation  Act  of  1882,  which  now  prevails,  and 
gives  English  municipal  corporations  a  uniform  diarac- 
ter,  with  powers  and  modes  of  administration  regulated 
by  the  general  law,  thus  aboHshmg  many  abuses. 

Sec.  1877.  CREATION  OF  MUNICIPAL  COR- 
PORATIONS IN  THE  UNITED  STATES.— In 
the  United  States,  municipal  corporation  can  only  be 
created  by  legislative  act.  While  such  corporations  in 
a  few  instances  exercise  powers  by  prescription  (so- 
called)  ,  this  simply  means  that  in  the  absence  of  positive 
or  direct  evidence  of  legislative  creation  in  such  cases, 
the  courts  allow  this  sanction  to  be  ^own  by  long  and 
continued  user  of  corporate  powers. 

1(6 
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In  the  United  States,  municipal  corporatians  may  be 
created  in  one  of  four  ways:  1.  By  federal  legislation. 
2.  By  state  legislation.  8.  By  prescription.  4.  By 
implication. 

1.  By  Federal  Legislation.  Congress  bas  been  held 
by  the  courts  to  have  the  power  of  creating  both  public 
and  private  corporations,  whenever  such  action  becomes 
necessary  or  appropriate  to  the  effectual  exercise  of  any 
of  the  constitutional  powers  of  the  federal  government; 
or  whenever  such  action  is  in  any  way  an  aid  to  the  exer- 
cise  of  jurisdiction  of  the  states  and  territories.*  But 
Congress  could  not  incorporate  a  municipal  corporation 
within  state  limits,  because  within  the  state  in  such  mat- 
ter, the  legislature  is  supreme.!  Within  the  territories, 
and  domain  under  its  control  it  may  establish  municipal 
corporations,  and  does  so  by  vesting  the  power  in  the 
territorial  legislatures.^ 

2.  By  State  Legislation.  Municipal  corporations, 
within  the  states  can  only  be  created,  or  their  powers 
modified,  enlarged  or  restricted  by  the  legislative  action 
of  the  state.  The  power  to  create  corporations  inheres 
in  the  states,  while  the  power  of  Congress,  to  create 
such  corporations  must  be  express,  or  implied  as  inci- 
dental to  express  powers;  this  results  from  the  fact 
that  the  state  constitutions  are  limitations  upon  the 


♦McCuUough  V.  Maryland,  4?  Wheat.  816 ;  Osborne  v.  Bank, 
9  Wheat.  738;  Boyd  v.  Nebraska,  148  U.  S.  146. 

tl4  How.  268;  91  U.  S.  646. 

JMyers  v.  Bank,  20  Ohio  288;  Elk  Point  v.  Vaughan,  1 
Dak.  118;  People  v.  Butte,  4  Mont.  174. 
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plenary  powers  of  the  states,  while  the  federal  constitu^ 
tion  is  a  grant  of  powers  not  otherwise  possessed. 

The  ancienrt  municipal  corporation  was  not  the  town, 
nor  the  inhabitants  of  such  town  or  plaoe;  but  was  a 
grant  by  the  crown  to  certain  persons  or  classes  of  per- 
sons, who  might  live  elsewhere,  as  in  the  case  of  the 
American  colonies;  liie  corpoi?ation  therefore  being  not 
the  people,  but  contsdsting  of  the  mayor,  the  aldermen, 
and  the  commonalty,  the  latter  consisting  of  the  free- 
men entitled  to  participate  in  the  management  of  the 
corporation.  By  the  present  English  mimicipal  cor- 
poration act,  and  generally  in  the  United  States,  it  is 
the  people  of  the  municipality  alone  who  compose  the 
corporation;  the  mayor  and  council  instead  of  being  an 
integral  part  of  it,  are  but  the  servant  and  agents  of 
tlie  corporate  entity,  or  the  incorporators  and  inhab- 
itants.* 

8.  By  Prescription.  Municipal  corporations  may 
exist  by  prescription,  the  state  indulging  the  presump- 
tion that  corporate  powers  long  used  by  a  town,  or 
school-district,  are  presumed  to  have  been  at  one  time 
granted  a  charter  to  exist  by  the  proper  authority.  A 
few  sudi  cases  are  in  existence  in  the  eastern  states, 
but  not  elsewhere,  so  that  such  corporations  need  be 
given  little  attention.! 

*Tiedeman,  Munic.  Corp.,  Sec.  28;  Baumgartner  v.  Hasty, 
100  Ind.  676. 

fSee  86  Barb.  810,  where  a  school-district  which  had  existed 
for  a  long  period  of  years  was  allowed  to  exercise  corporate 
powers.    12  Mass.  400;  84  N.  H.  861;  82  Ind.  321;  68  Wis. 
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4.  By  Implication.  A  municipAl  corporation  may 
be  created  by  implication,  that  is,  without  any  express 
words  indicating  that  a  corporation  is  intended.  The 
question  as  to  whether  or  not  a  corporation  exists  must 
be  determined,  not  by  the  presenoe  or  absence  of  ex- 
press words  in  the  incorporating  act,  but  by  the  express 
or  implied  corporate  powers  conferred.* 

Sec.  1878.  LEGISLATIVE  CONTROL  OF 
MUNICIPALITIES.— While  the  control  over  mu- 
nicipalfties  by  the  state  legislature  is  generally  regarded 
as  complete,  and  not  hampered  by  ihe  constitutional 
provision  as  to  impairing  the  obligation  of  ccmtracts, 
as  is  the  case  when  private  corporations  are  concerned, 
yet  the  state's  control  over  municipalities  is  not  alto- 
gether unlimited.  This  limitation  may  arise  from  the 
fact  that  as  to  some  matters  a  municipality  may  own 
property,  or  contract  rights,  which  are  of  a  private  na- 
ture rather  than  of  a  pubic  character.  "In  regard  to 
the  powers  and  property  which  are  vested  in  a  municipal 
corporation  in  its  public  character,  as  a  brandi  of  the 
state  govenmient,  there  can  be  no  limit  to  the  control 
of  such  corporation  by  the  state.  But  where  the  munici- 
pal corporation,  as  it  always  does,  by  virtue  of  its  exist- 

824.  User  of  corporate  rights  for  a  long  period  oYcr  territory 
by  a  municipal  corporation,  give  it  a  prescriptive  right  to  exer- 
cise such  powers  which  will  not  be  questioned  by  the  courts ;  such 
exercise  of  powers  being  considered  as  proof  of  an  original 
grant  of  authority. 

•Dillon,  Munic.  Corp.,  Sec.  43;  13  Mass.  IM.  In  tbe  last 
case  a  corporation  authorized  to  build  a  school  house  was  held 
to  have  corporate  powers  to  contract  for  such  a  building. 
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eiice  as  a  legal  perscmality,  acquires  the  rights  of  prop- 
erty of  a  private  diaraeter  for  the  benefit  of  the 
commumty  which  has  been  incorporated,  and  in  the  en- 
joyment of  which  the  state  at  large  is  not  conoemedi 
tbese  proprietary  rights  constitute  in  the  constitutional 
sense  vested  rights,  if  not  of  the  municipal  corporation 
itself,  yet  of  the  community  which  has  been  organized 
which  cannot  be  taken  or  diverted  by  legislative  action. 
In  respect  to  these  semi-private  rights  the  legislative 
control  is  not  unlimited."* 

As  to  the  right  of  the  state  legislature  to  compel  the 
municipality  to  assume  contractual  obligations,  there  is 
some  conflict  of  authority.  In  Michigan  it  has  been  held 
that  the  legislature  had  no  authority  to  compel  the  city 
of  Detroit  to  purchase  and  provide  for  the  maintenance 
of  a  public  park,  of  purely  local  concern,  without  its 
consent.t  But  if  the  purpose  for  which  the  contract  or 
debt  is  to  be  incurred  is  of  a  strictly  public  character,  as 
the  building  of  a  bridge  over  navigable  waters,  repairing 
the  streets  and  highways,  constructing  the  Brooklyn 
bridge,  and  the  like,  the  legislature  may  compel  the 
municipality  to  incur  the  debt,  or  may  appoint  its  own 


*Tiedeman,  Munic.  Corp.,  Sec.  9;  citing,  Downing  v.  Indian- 
apolis, etc.  Co.,  151  Mass.  364;  Reading  v.  Commonwealth,  11 
Pa.  St.  196;  People  v.  Ingersoll,  68  N.  Y.  1 ;  Water  Works  v. 
Niles,  69  Mich.  811;  College  v.  Qeveland,  12  Ohio  St.  876; 
Cummings  y.  City  of  St  Louis,  90  Mo.  S69. 

fPeople  V.  Common  Council,  28  Mich.  228,  16  Am.  Rep. 
202;  People  v.  Chicago,  61  Dl.  17;  Philadelphia  v.  Field,  68 
Pa.  St.  30;  Darlington  y.  Mayor,  81  N.  Y.  164 ;  129  N.  Y.  808. 
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agents  to  do  the  work  and  assess  the  cost  to  the  corpora- 
tion.* But  the  legislature  could  not  compel  the  munici- 
pality, without  its  consent,  to  create  a  debt  an  aid  of  the 
construction  of  a  railway .t 

In  a  number  of  cases  state  legislatures  have  exercised 
the  power  to  compel  cities  to  recognize  and  perform 
obligations  which  have  no  binding  force  in  law^  but  only 
a  moral  claim  for  satisfaction,  and  this  power  has  been 
upheld  by  the  courts4  But  a  limit  to  this  power  has 
been  made  in  that  the  legislature  cannot  compel  the  city 
to  pay  a  claim  unconstitutional,  in  that  it  exceeds  the 
limit  of  municipal  indebtedness;  but  such  a  limitation 
in  the  statutes  is  considered  as  waived  by  the  legislature 
when  it  requires  the  city  to  pay  the  claim.  § 

So  the  legislature  may  validate  an  assessment  of  the 
city  which  is  void  for  a  failure  to  satisfy  some  special 
requirement  of  the  state  statute;  since,  as  a  rule,  what- 
ever the  legislatiu*e  could  have  permitted  to  be  done^  it 
may  subsequently  ratify  and  give  it  legal  eflFect.1I 

♦Carter  v.  Bridge  Co.,  104  Mass.  286;  Kirkwood  v.  New- 
berry, 126  N.  Y.  671;  People  v.  Supervisors,  112  N.  Y.  686; 
6  Neb.  136. 

tPeople  V.  BatheUer,  68  N.  Y.  128. 

^People  V.  Squire,  146  U.  S.  176;  Grogan  v.  San  Frandsco, 
18  Cal.  690;  People  v.  Supervisors,  70  N.  Y.  228;  Nevada  v. 
Hampton,  18  Nev.  441. 

§Mosher  v.  School  Dist.,  44  la.  122;  In  re  Flower,  29  N.  E. 
Rep.  468;  Creighton  v.  San  Francisco,  42  Cal.  446,  96  U.  S. 
644. 

TILennon  v.  N.  Y.,  66  N.  Y.  861 ;  Baltimore  v.  Horn,  26 
Md.  194;  Lockhart  v.  Troy,  48  Ala.  679;  Bolles  v.  Bromfield, 
116  U.  S.  864;  R.  R.  Co.  v.  Maquillon,  12  Kan.  801. 
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As  to  the  power  of  the  state  legislature  over  munici- 
pal offices  and  officers,  it  may  be  stated  as  a  rule,  that 
the  state  has  authority  over  all  such  officers  who  are 
diarged  with  duties  of  a  strictly  public  character  and 
which  the  state  has  an  interest,  as  judges,  and  all  such 
as  have  to  do  with  the  administration  of  justice,  while 
those  engaged  in  peculiarly  municipal  affairs  as  in  the 
management  of  gas,  water  and  sewer,  and  the  like  mat- 
ters, the  state  cannot  interfere  with,  or  direct  their  ap-* 
pointment.* 


•**While  an  extensive  and  very  comprehensive  discretion  is 
vested  in  the  legislative  power  of  the  state,  in  shaping  the  gen- 
eral features  and  outlines  of  local  municipal  government,  sub- 
ject only  to  the  existing  constitutional  limitations  and  restraints, 
it  is,  nevertheless,  a  deeply  rooted  principle  of  English  and 
American  law  that  the  ultimate  control  of  purely  local  affairs 
must  be  vested  in  the  local  governments  of  towns,  cities  and  coun- 
ties, and  should  be  administered  by  officers  chosen  by  their  in- 
habitants. And  so,  also,  while  the  legislature  has  no  power  to 
appoint,  it  has  the  power  to  prescribe  how  the  act  of  appoint* 
ment  shall  be  performed  and,  generally,  to  create  new  offices, 
abolish  those  already  existing,  and  regulate  by  re-distribution 
that  portion  of  the  sovereign  power  which  is  administered  by 
executive  public  o£Scials;  and,  in  exchanging  an  old  system  of 
administration  for  a  new  one,  or  in  creating  a  system  of  local 
government,  the  legislative  may  make  provisional  appoint- 
ments/' Tiedeman.  Munic.  Corp.,  Sec.  18.  Citing,  Atty.  (Jen. 
V.  Detroit,  29  Mich.  108;  24  Mich.  44;  16  N.  Y.  632;  Atty. 
Gen.  V.  Twombly,  89  MicL  60;  People  v.  Morgan,  90  HI.  668; 
Com.  V.  Denworth,  146  Pa.  St.  172;  Brady  v.  West,  60  Miss. 
68;  State  v.  Covington,  29  Ohio  St.  102;  State  v.  Smith,  92 
Neb. ;  People  v.  Porter,  90  N.  Y.  68;  State  v.  Benedict,  16 
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CHAPTER  IV. 

MUNICIPAL  CHARTERS,  THEIR  POWERS,  NATURE,  CON- 
STRUCTION AND  LIMITATIONS. 

Sec.  1879.  TYPES  OF  MUNICIPAL  CHAR- 
TERS.— There  are  several  kinds  or  types  of  municipal 
charters,  classified  as  follows:  1.  Charters  by  special 
enactment.  2.  Charters  imder  a  general  law.  8.  Char- 
ters under  judicial  sanction. 

1.  Charters  by  Special  Act.  By  this  is  meant  that 
the  state  passes  a  special  act  or  law  for  each  municipal 
corporation,  granting  a  particular  charter  to  a  named 
dty.  This  was  formerly  the  usual  method  of  creating 
such  corporations,  but  has  been  largely  superseded  in 
most  states  and  in  England  by  general  laws  for  the  or- 
ganization of  municipalities. 

2.  Charters  Under  a  General  Law.  The  state  passes 
a  general  law  providing  for  the  organization,  powers  and 
control  of  municipalities  of  the  various  classes  through- 
out the  state. 

8.  By  Judicial  Sanation.  As  where  the  legislature 
provides  that  cities  may  be  organized  by  petition  to  the 
courts.  The  real  authority  comes  from  the  state,  and 
the  court  simply  acts  in  giving  its  sanction  as  indicated 
by  the  state. 

Sec.  1880.  METHODS  OF  CLASSIFYING 
CITIES  WHEN  INCORPORATED  UNDER 
GENERAL  LAWS.— The  organization  of  counties 

leo 
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and  townships,  and  the  like,  by  general  law  is  easily  done, 
but  the  incorporation  of  cities  in  the  same  way  becomes 
a  more  difficult  question  by  reason  of  the  fact  that  all 
cities  are  not  of  the  same  size,  situation  and  environment, 
and  requiring  the  same  form  of  a  charter  and  charter 
powers. 

Many  of  the  states  classify  cities  according  to  the 
niunber  of  inhabitants  in  the  incorporated  territory;  and 
not  according  to  local  conditionfi  that  are  often  important 
factors  in  determining  the  best  form  of  government  for 
the  municipality. 

Where  cities  are  classified  according  to  the  number 
of  inhabitants,  they  are  usually  divided  into  three  classes 
(or  more  in  some  cases)  and  the  powers  of  each  class 
is  then  defined  by  the  general  law.  Thus  a  general 
law  is  passed  providing  that  all  cities  of  a  certain  num- 
ber of  inhabitants  shall  be  cities  of  the  first  class;  and 
all  cities  of  the  next  lower  fixed  number  of  inhabitants 
shall  be  cities  of  the  second  class;  and  so  on,  through 
the  different  classes  of  cities.  Having  thus  classified  the 
cities,  the  general  law  then  provides  the  special  powers 
to  be  exercised  by  each  separate  class  of  cities.  The 
objection  to  this  classification  is  chiefly  on  the  ground 
of  its  rigidity,  giving  to  cities  dissimilarly  situated  the 
same  powers  simply  because  they  possess  the  same  num- 
ber of  inhabitants.  Thus  one  city  may  have  harbors  and 
wharves,  and  the  other  none,  and  yet  each  will  be  given 
the  same  charter  powers  to  regulate  them.  In  Ohio,  it 
was  attempted  to  get  around  this  rigidity  by  such  a  di- 
verse classification  as  to  make  the  classification  apply  to 


Digitized  by 


Google 


16«  PUBLIC  CORPORATIONS. 

each  city,  fixing  the  number  of  inhabitants  at  the  precise 
number  possessed  by  a  certain  city  at  a  special  census. 
This  scheme  was  declared  unconstitutional,  as  constitut- 
ing special  legislation,  and  an  entirely  new  plan  had  to 
be  devised,  conforming  to  the  constitutional  require- 
ments.* 

In  Massachusetts  it  is  provided  that  the  legislatiu*e 
may  charter  cities  of  over  twelve  thousand  inhabitants. 
While  in  Missouri  and  California  it  is  provided  that  a 
city  having  more  than  one  hundred  thousand  inhabitants 
may  frame  its  own  charter.  This  is  rather  unusual.  (1 
Beach,  Pub.  Corp.,  Sees.  41  and  42.) 

The  incorporation  of  municipalities  by  general  law 
is  now  the  rule,  and  the  legislature  may  impose  such 
charters  upon  corporations  already  existing,  and  with- 
out their  consent.  Although  political  considerations 
usually  require  a  legislature  to  get  the  consent  of  a 
municipality  to  the  change  of  its  charter. 

Other  states  provide  that  cities  already  incorporated 
may  come  under  the  general  law  if  they  elect  to  do  so; 


*^^Sec.  1.  All  municipal  corporations,  which,  at  the  last  fed- 
eral census  had  a  population  of  five  thousand  or  more,  shall  be 
cities.  All  other  municipal  corporations  shall  be  villages.  All 
cities  which,  at  any  future  federal  census,  have  a  population  of 
less  than  five  thousand  shall  become  villages.  All  villages  which, 
at  any  future  federal  census,  have  a  population  of  five  thousand 
or  more,  shall  become  cities."  Ohio  Municipal  Code,  as  passed 
in  1902,  96  Ohio  Laws  20.  The  code  then  enumerates  the 
powers  of  the  cities,  and  prescribes  minutely  for  the  municipal 
government,  election  of  officers  and  boards,  etc.  The  constitu- 
tion forbids  the  granting  of  special  charters.    12  Ohio  St.  124. 
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tiiat  is,  the  classification  of  cities  is  made  by  general  law, 
and  it  is  then  provided  that  any  dty  may  come  mider 
the  general  law  and  surrender  its  special  charter  by 
electing  to  do  so  in  Ihe  manner  prescribed  by  the  stat- 
ute.* 

A  municipal  charter  cannot  be  impaired  contrary  to 
and  in  violation  of  the  state  constitution.  And  in  sev- 
eral states  special  municipal  charters  cannot  be  granted 
by  constitutional  provision.f  In  some  states  the  con- 
stitutional provision  prohibits  the  legislature  from  pass- 
ing any  special  act  conferring  corporate  powers.  This 
was  aimed  at  private  corporations,  but  is  held  to  apply 
to  municipal  corporations  also,  except  in  New  Jersey.J 

The  question  arises  whether  the  constitutional  lim- 
itation as  to  creating  corporations,  or  municipal  cor- 
porations, by  general  law  only,  applies  to  counties, 
school  districts,  and  the  like,  and  by  some  authorities 
it  is  held  that  it  does  not,  as  they  are  not  within  the 
meaning  of  such  terms.  § 

Sec.  1881.  CHARTERS  UNDER  JUDICIAL 
SANCTION  CONSIDERED.— These  are  frequent- 
ly classified  as  court  corporations,  but  they  are  really 
corporations  under  judicial  sanction,  as  courts  have  not 
the  power  to  create  corporations.  They  result  from  the 
provision  sometimes  made  by  the  legislature  that  a  mu- 


♦20  la.  146;  78  DL  648;  74  Wis.  610;  40  N.  J.  Law,  660. 
164  Mo.  468;  61  HI.  87. 

J40  N.  J.  Law,  660;  12  Ohio  St.  124;  1   Beach,  Munic. 
Corp.,  Sec.  41. 

§81  Cal.  489;  4S  Ala.  698;  61  lU.  87. 
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nicipality  may  be  incorporated  by  a  petition  addressed 
to  a  court,  which  has  been  given  power  by  the  legisla- 
ture to  sanction  such  incorporation.  The  method  fol- 
lowed is  usually  for  electors  of  the  territory  to  be  in- 
corporated to  join  in  a  petition  to  the  proper  court. 
Then  commissioners  are  appointed  to  hold  an  election, 
to  get  the  will  of  the  people  on  the  matter.  The  ques- 
tion has  arisen,  if  this  giving  the  court  permission  to 
sanction  incorporation  is  not  an  unauthorized  delegation 
of  legislative  power,  and  liie  question  has  been  answered 
both  ways  by  the  courts.* 

The  legislature  also  may  give  the  courts  power  to 
enlarge  the  territorial  limits  of  an  incorporated  city. 
The  metes  and  bounds  of  the  city  are  definitely  stated 
in  the  charter,  and  the  authority  of  the  legislature  in 
some  way  is  necessary  to  their  being  changed. 

We  have  seen  in  the  preceding  chapter  that  cities  are 
creatures  of  the  law-making  power,  and  that  their  char- 
ter confers  no  vested  rights  which  the  legislature  cannol 
take  away.  But  private  rights,  or  obligatic»is  incurred, 
are  not  affected  by  an  amendment  or  repeal  of  a  munici- 
pal charter.t 


*That  such  delegation  is  authorized,  see  46  N.  W.  Rep.  108 ; 
10  Colo.  562;  that  it  is  not,  see  88  Ark.  81;  S9  Am.  k  Eng. 
Corp.  Cas.  82. 

f 111  N.  Y.  1 ;  in  this  case  a  franchise  given  to  a  street  rail- 
way company  by  New  York,  imposing  no  limitations,  was  held 
not  to  be  affected  by  the  legislature  repealing,  the  charter  under 
which  the  franchise  was  granted  by  the  city.  The  rights  of  the 
bondholders  were  to  be  protected. 
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Sec.  1882.  METHODS  OF  PROVING  MU- 
NICIPAL CHARTERS. — Private  corporations, 
when  compelled  to  prove  their  charter  do  so  by  certified 
copies  of  the  records,  unless  it  is  by  special  act,  when  the 
act  is  proven.  The  existence  of  the  diarter  and  incor- 
poration are  usually  admitted. 

The  primary  evidence  of  a  mimicipal  charter  is  the 
duly  authenticated  copy  of  the  legislative  enactment. 
But  such  proof  is  seldom  necessary  as  secondary  evi- 
dence is  made  competent  to  prove  the  diarter.  Again, 
courts  take  judicial  notice  of  the  charters  of  mimicipal 
corporations,  and  this  is  so  whether  they  be  incorporated 
under  a  general  law  or  under  special  acts.  The  courts 
will  not  notice  a  special  act  of  the  legislature  creating 
a  private  corporation,  but  will  do  so  if  the  special  act 
creates  a  mimicipal  corporation,  since  the  act  constitutes 
a  public  law.*  When  there  is  no  written  evidence  of  a 
charter  granting  corporate  power,  secondary  evidence  of 
user  may  be  received;  that  is,  prescriptive  evidence  is 
competent.! 

Sec.  1888.  PROOF  OF  CITY  ORDINANCES. 
— It  is  seldom  necessary  to  prove  the  municipal  charter 
as  the  courts  take  judicial  notice  of  it,  but  the  municipal 
or  city  ordinances  must  be  proved.  They  are  strictly 
construed,  and  may  be  regarded  as  the  statute  law  of 
the  city.t    Some  states  provide  that  the  courts  shall  take 


•eOAla.  486;108IU.  70. 

fl  Dillon,  Munic.  Corp.,  Sec.  84. 

t86  la.  291;  17  Wend.  199. 
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judicial  notice  of  city  ordinances,  but  this  is  uncommon.^ 
In  proving  a  dty  ordinance  it  is  necessary  to  show  not 
only  that  it  was  passed,  but  that  it  was  regularly  and 
proi)erly  passed  as  provided  by  law;  then  proof  must 
be  given  of  its  being  properly  published  as  required  by 
law,  so  that  the  matter  becomes  quite  irksome  sometimes. 
A  more  expeditious  way  of  proving  city  ordinances  is 
sometimes  provided  by  statute,  authorizing  the  printed 
book  of  the  codified  ordinances  of  the  city  to  be  admissi- 
ble as  prima  facie  evidence  that  the  ordinance  was  duly 


Sec.  1884.  CANONS  OF  CONSTRUCTION 
OF  CITY  CHARTERS.— The  charter  of  a  munici- 
pality must  be  strictly  construed  in  favor  of  the  state 
and  against  the  city,  since  the  charter  is  simply  a  grant 
of  powers  to  the  municipality  from  the  state.  In  other 
matters  the  rule  is  to  construe  a  grant  freely  against 
the  grantor,  but  not  as  against  the  king's  grant,  and 
the  state  or  sovereign  power  is  given  the  same  consid- 
eration as  the  king  at  common  law.f 

The  municipality  can  exercise  only  such  powers  as 
are  actually  conferred,  or  necessary  or  fairly  implied 
as  incident  to  the  express  powers,  or  those  which  are 
indispensable  to  the  accomplishment  of  the  purpose 
of  corporate  existence.t  Hence  the  implied  powers  are 
said  to  be  of  two  kinds:   1.    Those  implied  from  the 


•24  Ala.  112. 

fMintum  v.  Lame,  2S  How.  4S5 ;  64  la.  198. 

JDiUon,  Munic.  Corp.,  Sec.  89;  Ottawa  v.  Carey,  108  U.  S. 
110;  Ravenna  v.  Pa.  Co.,  46  Ohio  SI.  118;  Heiskell  v.  Balti- 
more, 66  Md.  126 ;  Richmond  v.  McGirr,  78  Ind.  192. 
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express  powers  conferred,  this  being  the  one  usually 
considered;*  and  2.  Those  implied  from  the  corporate 
purpose  indicated  by  the  charter.! 

A  municipal  charter,  while  being  strictly  construed 
in  favor  of  the  state,  should  be  so  constructed  as  to  per- 
mit the  city  to  carry  into  effect  every  power  expressly 
conferred-^ 

As  to  taxation,  the  legislature  as  a  rule  fixes  the  limits 
of  the  cities'  power  to  tax,  and  within  that  limit  the  city 
may  exercise  its  discretion  in  the  expenditure  of  money 
for  public  purposes.    (1  Beach,  Sec.  77,  20  Mo.  186.) 

The  powers  conferred  by  the  legislature  upon  the 
city  to  be  exercised  by  its  common  council,  cannot  be 
delegated  by  the  council  to  committees,  they  must  exer- 

*New  London  v.  Brainard,  22  Conn.  662 ;  Leconteulx  v.  Buf- 
falo, 83  N.  Y.  888 ;  7  Ohio  St.  100 ;  Green  v.  Cape  May,  41  N.  J. 
Law,  46.  In  the  Connecticut  case,  the  common  council  under- 
took to  appropriate  money  for  fireworks  for  the  Fourth  of  July, 
and  their  action  was  held  void  for  want  of  authority  to  make 
such  an  appropriation,  there  being  no  such  implied  power  in 
the  city.  Likewise  a  city  has  no  impHed  power  to  appropriate 
money  to  be  spent  in  securing  the  passage  of  an  act  through 
Congress  for  the  benefit  of  the  city. 

fTorrent  v.  Muskegon,  47  MicL  116;.where  the  city  of  Mus- 
kegon was  held  to  have  the  implied  power  to  build  a  city  hall  to 
house  its  fire  department,  which  it  had  express  power  to  equip 
and  control. 

JUnion  Pac.  R.  R.  Co.  v.  Ryan,  2  Wyo.  408;  118  U.  S.  616; 
7  Ind.  86;  16  Cpnn.  176;  Harris  v.  Intendant,  28  Ala.  677. 
Thus  if  there  is  a  grant  to  a  city  to  levy  and  collect  taxes,  or 
erect  buildings,  it  will  be  considered  that  the  city  has  the  inci- 
dental power  to  employ  the  usual  and  proper  machinery  to  carry 
out  the  express  powers. 
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cise  the  powers  as  a  body.i  So  the  common  oomidl 
camiot  delegate  to  the  mayor  of  the  city  their  power 
in  regard  to  paving  the  streets.*  Nor  to  the  city  engi- 
neer the  power  to  determine  the  size  of  sewer  pipes  to 
be  used,  nor  to  a  committee  the  power  to  provide  and 
erect  lamps  for  lighting  ttie  streets.t  The  rule  simply 
means,  that  where  the  legislature  has  conferred  a  power 
upon  the  council,  the  council  cannot  delegate  this  power 
to  an  individual  or  a  committee.  But  the  rule  is  quite 
often  violated.  The  appointment  of  a  committee  to  in- 
vestigate a  matter  and  report  to  the  council,  and  then 
action  by  the  council  in  conformity  to  the  report  is  not 
objectionable  under  this  rule. 

Neither  can  the  city  by  contract,  or  otherwise,  sell 
or  surrender  its  legislative  powers.  This  is  often  at- 
tempted by  the  city  by  means  of  giving  an  exclusive 
contract  or  franchise  to  street  car  and  telephone  and 
other  like  companies.  The  city  cannot  grant  an  exclu- 
sive franchise  and  thus  prevent  a  subsequent  council 
from  having  control  over  the  matter,  unless  the  legisla- 
ture has  conferred  upon  it  express  power  so  to  do.t 


§68Ind.  166;7SN.  Y.78. 

•46  Mo.  100. 

t48Mo.  895;36Minn.  59. 

$69  N.  Y.  288;  86  N.  J.  Law,  198;  «8  Mich.  844.  These 
cases  holding  that  a  contract  with  a  gas  company  for  lighting 
a  city  for  a  period  of  ten  years,  though  made  by  the  city  with 
power  from  the  legislature,  was  annulled  by  a  repeal  of  the  law 
giving  the  power  to  the  city ;  and  a  contract  with  an  individual 
to  operate  a  market  place  for  the  period  of  ten  years  was  held 
not  binding  upon  a  subsequent  council. 
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In  the  conaixuction  of  the  charter  as  a  whole,  munie^ 
pal  charters  are  made  up  of  two  kinds  of  provisions: 
1.  Mandatory.    2.  Discretionary. 

In  determining  whether  a  provision  is  mandatory  or 
discretionary,  no  satisfactory  result  can  be  derived  from 
a  literal  interpreltation  of  the  words  "may,"  or  "shall," 
or  "must."  It  is  the  spirit  of  the  charter  and  the  pur- 
pose of  the  corporation  that  must  govern.  "Must"  may 
mean  "may,"  and  "may"  may  mean  "must,"  or  eitiier 
one  may  mean  "shaU."* 

If  the  charter  provisions  involves  directly  the  exercise 
of  legislative  corporate  powers,  or  the  public  or  an  in- 
dividual has  a  special  interest  in  having  an  act  done, 
and  the  city  is  vested  with  power  to  do  this  act,  and  has 
adequate  means  for  promptly  and  properly  performing 
it,  the  duty  will  be  held  to  be  mandatory,  although  the 
word  "may"  and  not  "must"  is  used  in  the  statute.f 
While  if  the  charter  provision  involves  simply  admin- 
istrative action,  and  third  persons  or  the  public  are  not 
particularly  interested,  it  is  usually  regarded  as  dis- 
cretionary.t 


•Spears  v.  Mayor,  72  N.  Y.  442 ;  Merrill  v.  Shaw,  6  Minn. 
148;contra,  76N.  Y.  88. 

fPhelps  V.  Hawley,  62  N.  Y.  63;  Veasie  v.  China,  86  Me. 
518;  Seines  v.  Franklin  Co.,  48  Mo.  167;  Vason  v.  Augusta,  88 
6a.  642. 

JAtty.  Gen.  v.  Locke,  8  Atk.  164;  Joliet  v.  Verley,  85  111.  58; 
Grant  v.  Erie,  69  Pa.  St.  429;  89  Mo.  485.  The  expression 
'hereby  authorize''  in  a  statute  has  been  held  to  create  a  manda- 
tory duty.  88  Ga.  642.  See  Dillon,  Munic.  Corp.,  See.  98;  9 
How.  248;  4  Neb.  886. 
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Sec.  1885.  CHARTER  POWERS  ARE  GEN- 
ERAL AND  SPECIAL.— The  charter  powers  con- 
ferred upon  a  municipality  may  be  classified  as  general 
and  special.  General  powers  being  those  essential  to 
the  existence  of  the  corporation;  and  special  powers 
those  intended  to  assist  the  municipality  in  carrying  out 
its  purpose  of  local  self-government,  and  providing  for 
the  health,  convenience  and  welfare  of  the  inhabitants. 
We  will  first  take  up  the  special  powers  as  conferred 
upon  municipalities. 

Sec.  1886.  SPECIAL  CHARTER  POWERS— 
AS  TO  PARKS  AND  PUBLIC  SQUARES.— One 
of  the  special  powers  usually  conferred  upon  a  munici- 
pality is  the  control  of  public  parks  and  squares.  The 
object  of  their  establishment  is  for  the  health  and 
pleasure  of  the  inhabitants.  They  are  a  matter  of 
purely  local  concern,  such  that  the  legislature  cannot 
force  them  upon  the  municipality  without  its  consent. 
(28  Mich.  228;  1  Dillon,  Munic.  Corp.,  Sec.  73.) 

In  the  exercise  of  its  power  in  providing  for  and 
controlling  its  parks,  a  city  may,  under  legislative  au- 
thorization, condemn  lands  under  the  power  of  eminent 
domain,  to  establish  parks  and  squares  in  the  city.  Al- 
though it  has  been  contended  that  the  power  of  eminent 
domain  did  not  extend  to  such  a  purpose,  on  the  ground 
that  a  park  was  not  a  public  purpose.  It  has  been  held 
that  private  property  may  be  taken  for  ornamental  pur- 
poses, on  the  ground  that  ornamental  purposes,  as  re- 
gards parks,  are  equivalent  to  useful  purposes.*    And 

•61  m.  67;  46  N.  Y.  2S4;  11  AUen  630;  2  DiUon,  Munic. 
Corp.,  Sec  699. 
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the  legislature  may  authorize  a  city  to  condemn  lands 
outside  of  the  city  limits  for  park  purposes,  but  may  not 
authorize  «  special  assessment  by  tiie  city  on  adjoining 
lands  to  pay  for  the  expense  of  such  lands.f  As  a  rule 
the  city  has  no  power  to  act  outside  of  its  territorial 
limits. 

A  city,  where  that  is  the  case,  owns  and  controls  the 
parks  outside  the  city  limits,  as  a  private  corporation, 
and  not  as  an  agency  in  government.  In  regard  to  them 
it  may  have  semi-private  rights,  with  the  attendant  con- 
sequences of  such  rights  being  beyond  the  control  of  the 
legislature  and  under  the  protection  of  the  constitutional 
provision  as  to  the  impairing  the  obligation  of  contracts, 
which  consequences  do  not  attach  to  its  usual  govern- 
mental functions.     (44  Mich.  602.) 

Land  once  dedicated  to  a  public  park  or  square,  can- 
not be  diverted  from  this  use  by  the  city  to  the  injury  of 
adjacent  land  owners,  who  have  purchased  since  the 
dedication.  Adjacent  land  owners  who  purchase  and 
build  with  reference  to  the  park  or  square  and  in  reliance 
on  its  being  used  for  that  purpose,  have  a  vested  right 
to  have  such  square  or  park  opened  and  maintained.! 
As  to  the  use  which  a  public  square  may  be  put,  while 
it  is  usually  permissible  to  erect  county  or  state  public 
buildings,  and  the  like  governmental  structures,  or  main- 


t64Mo.  458;  68  Mo.  175. 

:(Laughlin  v.  Washington,  63  Iowa  652 ;  Archer  v.  Calinas, 
98  Cal.  48 ;  Prince  v.  Plainfidd,  40  N.  J.  L.  608 ;  8  Vt.  526 ;  88 
Mo.  815;  77  m.  825. 
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tain  hitching  posts  and  standing  room  for  farmers' 
horses,  on  public  squares;*  this  has  been  denied,  and  the 
courts  have  enjoined  the  erection  of  public  buildings  as 
a  city  hall,  and  prevented  the  use  of  the  public  square 
except  as  a  place  of  public  and  common  amusement.f 

It  is  also  held  that  the  abutting  property  owners  may 
enjoin  the  laying  out  of  a  street  through  a  public  park, 
or  the  laying  of  a  railroad  on  a  street  within  the  park.J 
Other  authorities  hold  that  a  street  may  be  established 
through  a  park  without  interfering  with  the  donation  of 
the  park  to  public  purposes.  § 

Sec.  1887.  SAME  SUBJECT  — AS  TO 
WHARVES  AND  DOCKS.— As  most  large  cities 
are  located  on  or  near  navigable  water,  they  have  use 
for  wharves  and  docks.    The  legislature  usually  confers 


•San  Antonio  v.  Steinberg  (Tex.),  7  S.  W.  Rep.  764;  Lang- 
ley  V.  Gallipolis,  2  Ohio  St.  107;  Com.  v.  Bowman,  8  Pa.  St. 
202;  Frederick  Co.  v.  Winchester  (Va.),  5  S.  E.  Rep.  884.  A 
public  library  has  been  allowed  to  be  erected  in  the  square.  Riggs 
V.  Detroit  B.  of  Ed.,  27  Mich.  262.  The  matter  is  said  to  be  in 
all  cases,  a  question  dependent  upon  the  laws  or  customs  of  the 
local  community  or  state  in  which  the  question  arises.  Baker  v. 
Johnston,  21  Mich.  819;  Baird  v.  Rice,  68  Pa.  St.  489. 

fPrinceville  v.  Auten,  77  111.  825 ;  New  Orleans  v.  U.  S.,  10 
Pet.  661 ;  State  v.  Woodward,  28  Vt.  92 ;  People  v.  Carpenter, 
1  Mich.  278;  64  Conn.  244. 

JPrice  V.  Thompson,  88  Mo.  868;  19  Hun  80;  Jacksonville 
V.  Railway,  67  lU.  540. 

§Cohn  V.  Parcels,  72  Cal.  867.  See  Crawford  v.  R.  R.  Co., 
67  Ga.  405,  where  a  depot  was  allowed  to  be  established  on  the 
commons  of  the  town. 


Digitized  by 


Google 


MUNICIPAL  CHARTERS.  178 

power  upon  the  city  to  control  the  wharves,  and  even 
construct  wharves  and  docks. 

A  wharf  is  any  structure,  however  simple,  to  which 
a  vessel  may  anchor  and  lie  alongside.  Thus  the  end  of 
a  paved  street  may  constitute  a  wharf,  within  the  mean- 
ing of  the  city  charter.     (45  la.  196.) 

There  is  considerable  technical  law  applicable  to 
wharves,  and  they  are  regarded  as  of  four  kinds  in  legis- 
lation upon  Ihe  subject:  1.  Private  wharves.  2.  Quasi 
public  wharves.  8.  Municipal  wharves.  4.  Federal 
wharves. 

1.  By  a  private  wharf  is  meant  one  that  is  owned 
by  an  individual,  as  where  the  owner  of  lands  adjoining 
navigable  water  places  a  wharf  on  the  water's  edge  for 
his  own  convenience.  The  obligations  of  the  owner  of 
such  a  wharf  are  different  from  those  imposed  upon  the 
owners  of  quasi  public  wharves. 

2.  Qv4isi  PubUc  Wharves.  Qu^  public  wharves  are 
those  which  are  held  out  to  be  used  by  the  public,  though 
owned  by  individuals  or  companies.  (1  Dillon,  Munic. 
Corp.,  Sec.  104;  115  111.  155.) 

8.  Municipal  Wharves.  Municipal  wharves  are 
those  owned  by  the  municipality.  Cities  are  frequently 
allowed  by  their  charters  to  construct  and  own,  as  well 
as  control  wharves,  and  such  wharves  as  are  owned  by 
the  city  are  known  ss  municipal  Wharves. 

4.  Federal  Wharves.  Federal  wharves  are  those 
erected  by  the  federal  government  at  public  expense. 
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Sec.  1888.  SAME  SUBJECT— POWER  OF 
THE  CITY  TO  MAINTAIN  AND  CONTROL 
WHARVES.— It  is  held  that  a  city  under  general 
wharfage  powers  may  erect  and  maintain  a  wharf  at 
the  end  of  a  public  street,  and  charge  wharfage  fees.* 
The  collection  of  wharfage  dues  does  not  violate  any 
provision  of  the  federal  constitution  as  to  regulating 
conunerce.f  But  the  imposition  of  a  duty  on  interstate 
tonnage  would  be  unconstitutional,  while  the  dbarge  of 
a  reasonable  amount  for  the  use  of  a  wharf  is  not  objec- 
tionable.1 

The  city  may  be  authorized  to  exercise  the  power  of 
eminent  domain,  for  the  purpose  of  establishing  wharves 
and  docks.  They  are  allowed  to  condemn  private  prop- 
erty, making  just  compensation  for  the  establishment 
of  a  municipal  wharf,  since  sudi  purpose  is  regarded  as 
a  public  one. 

But  the  state  has  authority  to  deprive  a  city  of  its 
right  to  collect  wharfage  rates,  since  the  right  to  erect 
and  maintain  wharves  by  a  municipality  is  not  regarded 
as  a  vested  right,  but  is  one  of  those  franchises  given 
by  the  legislature  to  the  city,  with  full  power  in  the 
state  to  modify  or  take  away  at  any  time.§ 


•106  U.  S.  166;  49  Midb.  110. 

t«  Wall.  860. 

$20  Wall.  m. 

§106  U.  S.  166.  In  this  case  the  state  of  Louisiana  had 
authorized  the  city  of  New  Orleans  to  build  wharves  and  levees 
on  the  Mississippi  river  and  charge  wharfage  fees.  The  wharves 
were  built  at  great  expense  by  the  city  and  were  in  operation, 
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Municipal  wharves  obligate  the  city  maintaining  them, 
to  use  ordinary  oare  and  diligence  to  keep  them  in  rea- 
sonable and  ordinary  repair;  and  if  injury  results  from 
a  failure  so  to  do  the  city  becomes  liable  in  damages  to 
the  injured  party.  They  are  not  held  to  be  insurers  of 
the  safety  of  the  wharves;  provided  they  are  not  guilty 
of  negligence  in  the  erection  or  maintenance  of  the 
wharves  they  will  not  be  liable.* 

Riparian  owners,  that  is,  the  owners  of  the  land  ad- 
joining navigable  waters,  have  the  right  to  erect  wharves 
and  charge  wharfage  for  the  use  of  their  wharves.  A 
municipality  as  a  riparian  owner  has  the  same  rights,  and 
it  is  said  that  when  it  erects  wharves  as  a  riparian  owner, 
it  acts  as  an  individual  proprietor  and  not  as  a  city,  and 
that  its  semi-private  rights  as  to  such  wharves  could  not 
be  taken  away  by  the  legislature,  as  in  other  cases,  but 
this  is  doubtful  law.f 

A  city*s  charter  over  wharves  does  not  extend  to  au- 
thorize it  to  destroy  or  impose  burdens  on  private 
wharves  or  docks;  and  cannot  authorize  the  abatement 
of  a  private  wharf  as  a  nuisance.  The  question  as  to 
what  constitutes  a  nuisance  is  a  judicial  and  not  a  leg- 


when  the  state  authorized  a  railway  company  to  lay  its  tracks 
alongside  of  the  wharves  and  to  make  use  of  them  free  of  charge. 
The  federal  supreme  court  held  that  the  state  could  do  this  since 
both  purposes  were  public,  and  that  the  city  had  no  vested  right 
to  municipal  wharves.    Contra,  80  La.  Ann.  190. 

•118  Pa.  St.  490;  86  N.  H.  884. 

tl  Dillon,  Munic.  Corp.,  Sec.  109;  81  Calif.  84;  11  N.  Y. 
116. 
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islative  one,  it  must  be  left  to  the  courts  to  decide,* 
While  the  city  may  exercise  its  discretion  as  to  the  rates 
for  wharfage,  this  power  is  subject  to  the  limitation  that 
such  rates  must  not  be  unreasonable.f 

Sec.  1889.  SAME  SUBJECT— FERRY  FRAN- 
CHISES.— ^Another  special  power  usually  conferred 
upon  large  cities  having  navigable  waters,  is  the  power 
to  control  ferries,  known  as  ferry  franchises.  The  grant 
is  in  the  nature  of  a  public  law,  and  as  such  may  be 
repealed  or  amended  at  the  will  of  the  legislature,  though 
it  causes  a  loss  of  property  to  the  city.  J  The  city  cannot 
confer  an  exclusive  franchise  unless  it  has  express  power 
so  to  do  from  the  legislature.  § 

As  to  what  will  constitute  a  grant  of  exclusive  power 
to  the  city  to  control  ferries,  it  has  been  held  that  a  per- 
mission to  grant  or  refuse  licenses  is  exclusive.  (48  la. 
183;  45  111.  90.) 

The  city  may  provide  for  licensing  ferries,  and  charge 
license  fees,  and  this  will  not  be  invalid  as  a  regulation  of 
comjnerce.H 

Sec.  1890.  SAME  SUBJECT— AS  TO  PRO- 
VIDING FOR  THE  PUBLIC  HEALTH.— An- 
other subject  of  special  powers  customarily  bestowed 
upon  cities  is  that  of  the  care  and  preservation  of  the 
public  health.     This  is  generally  provided  for  in  two 


•18  Ohio  St.  94;  82  Ind.  86;  10  WaU.  492. 

tll2  Ind.  16;  1  Dillon,  Munic.  Corp.,  Sec.  112. 

$10  How.  611 ;  11  Pet.  420. 

§28  How.  486. 

pi  Mich.  48;  44  N.  J.  Law,  118;  11  Mich.  847. 
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iways:  1.  By  state  regulations.  2.  By  iminicipal  ordi- 
nances and  regulations. 

Tlie  naore  usual  way  is  by  state  regulations,  providing 
for  the  general  methods  of  safeguarding  the  public 
healthy  establishing  quarantine  regulations,  and  the  like 
methods  of  fighting  disease.  These  regulations  are  to 
be  enforced  by  the  municipality  tiirough  the  boards  of 
health,  along  with  such  other  local  regulations  as  may  be 
necessary  or  suitable  to  the  particular  situation.  In  all 
large  cities,  and  by  statute  in  many  states,  a  board  of 
health  is  provided  for  imder  municipal  authority,  with 
powers  to  enforce  such  sanitary  regulations  as  they  may 
deem  necessary  to  the  public  health  in  the  city,  keeping 
within  the  general  regulations  provided  by  the  state. 

The  power  to  pass  ordinances  looking  to  the  sanitary 
condftion  and  preservation  of  the  public  health  is  usually 
conferred  upon  the  municipality  by  the  legislature  in 
general  terms.  This  power  is  liberally  contstrued  on  be- 
half of  the  city,  in  the  interests  of  the  public*  Power 
to  regulate  sanitary  matters  and  provide  for  the  public 
health  involves  the  right  to  establish  quarantine  regula- 
tions to  any  extent  necessary  to  accomplish  the  object 
intended.  Under  this  power  the  city  has  authority  to 
provide  for  the  removal  of  dead  bodies  and  other  objec- 
tionable matter  from  the  streets,  f 


•1  Gill  (Md.)  864.  Charter  powers  are  usually  conferred 
either  in  special  terms  or  general  terms,  and  powers  conferred 
in  general  terms  are  usually  more  liberally  construed  than  those 
conferred  in  special  terms. 

fl  Dillon,  Munic.  Corp.,  Sec.  146;  84  Ky.  290. 
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Sec.  1891.  SAME  SUBJECT— AS  TO  PUBLIC 
MARKETS.— At  common  law  the  right  to  hold  a 
public  market  was  a  franchise  granted  by  the  king  to 
certain  towns  or  places;  and  by  the  common  law,  cer- 
tain of  these  markets,  on  specified  days  or  occasions 
were  regarded  as  market's  Overt,  giving  the  purchaser 
at  them  an  indisputable  title  to  the  things  bought.  They 
were  of  such  importance  in  the  early  days  in  England 
that  a  special  court,  called  the  court  of  pied  pondre,  was 
established  for  the  markets  or  fairs,  at  which  a  case  could 
be  brougbt,  tried  and  judgment  rendered  all  in  one  day.t 

In  America  the  power  to  establish  and  regulate  mar- 
kets is  generally  conferred  upon  cities  in  their  charter. 
(1  Dillon  Munic.  Corp.,  Sec.  880.) 

The  power  to  provide  for  the  establishment  and  regu- 
lation of  a  city  or  municipal  market  involves  tiie  follow- 
ing things:  1.  A  public  place  for  the  purchase  and  sale 
of  articles  of  daily  consumption.  2.  Convenient  fixtures. 
8.  Suitable  police  regulations.]: 

The  power  to  establi^  and  regulate  public  markets 
is  conferred  in  general  terms,  and  is  liberally  construed. 


fS  Bl.  Com.  SS ;  6  Coke  88. 

^Cincinnati  v.  Buckingham,  12  Ohio  257.  In  this  case  it  was 
said  that  the  police  regulations  included  the  fixing  of  market 
hours,  making  provision  for  lighting,  cleaning,  watching,  de- 
tecting false  weights,  and  unwholesome  food,  and  other  arrange- 
ments calculated  to  facilitate  the  intercourse,  and  insure  the  hon- 
esty of  buyer  and  seller,  with  proper  officers  to  preserve  order 
and  enforce  obedience  to  rules. 
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So  that  a  city  having  general  authority  to  manage  its 
business  affairs,  may  appropriate  money  for  a  market 
house,  though  not  expressly  authorized.  Unless  it  is 
the  intent  of  the  legislature  to  specifically  enumerate  and 
specialize  the  powers  conferred,  a  charter  power  granted 
in  general  terms  will  be  liberally  construed.*  The  power 
to  promote  the  general  welfare  and  preserve  the  peace  of 
the  town  involves  authority  to  regulate  a  public  mar- 
ket! 

A  public  market  having  been  established,  the  city 
may  prohibit  the  hawking  or  peddling  of  goods  by  pri- 
vate individuals.]:  But  this  does  not  involve  the  power 
to  prohibit  ihe  vending  of  articles  at  the  regular  place  of 
business  of  the  individual.  §  The  city  may  prevent  the 
vending  of  articles  in  a  public  place,  within  certain  limits, 
60  as  to  protect  the  city  market.  Thus  where  the  city 
market  rents  stalls  for  the  sale  of  meat,  it  may  prevent 
the  sale  of  meat  near  the  market  house  so  as  to  prevent 
too  much  competition.1I  The  city  may  not  delegate  its 
control  over  a  city  market  to  an  individual;  but  while 
it  cannot  turn  the  entire  control  of  the  market  over  to 
a  private  individual,  yet  it  may  rent  stalls  to  individuals.  || 


•*8  Pick.  71 ;  11  Ohio  St.  660. 
t88  Pa.  St.  808. 

$11  Rich.  (S.  C.)  661;  10  Bush  (Ky.)  64. 
§38  HI.  416;  46  lU.  489. 
T[10  Wend.  100;  8  Johns.  418. 

||7  la.  lOS;  1  Dillon,  Munic  Corp.,  Sec.  S86.    But  see  18  la. 
210. 
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And  the  city  may  prohibit  persons  from  occupying  the 
streets  with  stands  or  tables  for  the  sale  or  exhibition  of 
goods. 

It  is  held  that  the  police  power  of  the  city  implies  a 
power  to  regulate  markets.t 

Sec.  1892.  SAME  SUBJECT— AS  TO  THE 
CITIES'  POWER  TO  ESTABLISH  AND 
MAINTAIN  FIRE  DEPARTMENTS  TO  SUP- 
PRESS  FIRES.— The  power  to  establish  and  main- 
tain a  fire  department  for  the  suppression  of  fires  and 
the  protection  of  the  homes  and  property  of  its  inhab- 
itants k  another  special  power  usually  conferred  upon 
cities. 

Under  such  a  power  the  municipality  has  authority 
to  pass  ordinances  establishing  fire  limits,  that  is,  dis- 
tricts in  which  nothing  but  brick  or  stone  structures  may 
be  erected,  and  make  other  specifications  in  regard  to 
the  construction  of  buildings  for  the  prevention  of  fires.t 
In  the  extinguishment  of  a  fire  a  city  has  plenary  power; 
it  may  destroy  buildings  to  prevent  the  spread  of  fires, 
and  this  right  was  recognized  by  common  law,  being 
regarded  as  a  matter  of  necessity.  §  As  a  rule  there  is 
no  liability  on  the  part  of  a  city  for  loss  arising  from 
tearing  down  buildings  to  prevent  the  spread  of  fires. 
But  some  states  have  provided  a  statutory  liability  on 


fl  Dillon,  Mimic.  Corp.,  Sec.  169 ;  Cooley,  CoM.  Ldnu  596. 
til  Mich.  426;  7  Ck)w.  849. 
§12  Cal.  68;  101  U.S.  16. 
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the  part  of  the  dty  in  ease  buildings  have  to  be  torn 
down.* 

The  municipality  is  not  liable  for  the  negligent  acts 
of  its  servants  in  the  fire  department.f  This  is  also 
true  of  the  servants  and  oflScers  of  the  city  in  charge  of 
the  enforcement  of  sanitary  and  health  regulations. 
Since  a  city  in  protecting  the  health  and  property  of 
its  inhabitants  under  charter  from  the  state,  is  perform- 
ing duties  of  a  purely  public  character,  and  is  not  held 
responsible  for  the  misconduct  of  its  agents  or  officials.^ 
Neither  is  a  city  held  liable  for  injuries  to  a  fireman 
resulting  from  defective  machinery.  § 

Sec.  1898.  SAME  SUBJECT— AS  TO  WATER 
SUPPLY  FOR  CITY.— Another  important  special 
power  conferred  on  cities  relates  to  suppljring  its  in- 
habitants with  waiter.  Though  it  is  held  that  under  the 
general  welfare  clause,  that  is,  the  general  power  to 
provide  for  the  welfare  of  its  inhabitants,  the  city  has 
authority  to  contract  for  the  establishment  of  water 
works,  and  is  not  dependent  for  this  authority  on  any 
special  provision  in  the  charter.lf 

The  water  for  a  municipality  may  be  furnished  in 
one  of  three  ways:  1.  By  the  municipality,  owning  the 
waterworks  system.    2.  By  chartered  companies  or  cor- 

•8Met.  46«;101U.  S.  16. 

t76  N.  Y.  606;  120  Pa.  St.  624. 

{Summers  v.  Daviess  Co.,  108  Ind.  262 ;  Ogg  v.  Lansing,  85 
la.  495;  Dargan  ▼.  Mobile,  81  Ala.  469;  Barbour  y.  Ellsworth, 
67  Me.  294. 

§47  N.  J.  Law,  406. 

f89  N.  J.  Eg.  967;  28  6a.  60. 
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poraticms,  the  city  renting  a  specified  number  of  hydrants 
and  paying  a  fixed  sum  for  the  use  of  water  for  public 
purposes.    8.  By  private  individuals. 

In  supplying  the  city  with  water,  a  municipality  has 
no  right  to  divert  the  water  from  a  stream  to  the  injury 
of  riparian  owners.*  But  under  the  power  of  eminent 
domain,  a  dty  may  be  authorized  to  so  divert  water  for 
public  purposes.! 

It  has  been  held  that  the  use  of  the  public  streets 
for  water  pipes  or  mains,  is  not  an  extra  servitude,  en- 
titling the  abutting  owner  to  additional  compensation 
when  the  streets  are  so  used.  But  the  use  of  a  country 
road  for  water  mains  has  been  held  to  constitute  an  ad- 
ditional servitude.$ 

With  the  consent  of  the  legislature,  the  city  may  grant 
exclusive  rights  in  the  public  streets  to  a  company  for 
laying  its  water  mains.  §  The  municipality  will  not  be 
held  liable  for  disease  contracted  from  supplying  impure 
water.lf  But  a  private  company  may  be  liable  for  dam- 
ages in  sudi  cases,  since  they  operate  the  water  plant  for 
the  purpose  of  private  gain,  and  are  held  to  the  same 
rule  of  care  and  diligence  as  in  other  matters.|| 

Sec.  1894.  SAME  SUBJECT— AS  TO  PUBLIC 
LIGHTING.— The  furnishing  of  lights  with  which  to 


•24  Ala.  ISO;  65  Pa.  St.  444. 

t4  Gray  600. 

$27  N.  J.  Eq.  652;  2  Dillon,  Munic.  Corp.,  Sec.  697. 

§2  Dillon,  Munic.  Corp.,  Sec.  691. 

Till  Ex.  781. 

Jill  Ex.  781. 


Digitized  by 


Google 


MUNICIPAL  CHARTERS.  188 

light  the  streets  and  public  places  of  the  city  is  a  power 
now  usually  conferred  upon  municipalities.  Public 
lighting  is  one  of  the  important  functions  of  the  dty  gov- 
ernment, and  involves  many  legal  problems  which  are 
being  worked  out.  The  ownership  of  the  lighting  plant, 
whether  gas  or  electric,  may,  like  that  of  a  water  system, 
be  in  the  city,  or  in  a  private  company  or  corporation. 
But  public  ownership  is  more  common  in  case  of  water 
plants  than  lighting  plants. 

The  dty  has  no  authority  to  supply  gas  for  lighting, 
unless  the  power  is  conferred  in  its  charter.  The  mu- 
moipality  has  implied  power  to  contract  for  lighting  ihe 
city.* 

The  city's  ownership  of  gas  works  is  in  its  private 
character,  and  as  regards  sudh  property  would  have 
rights  that  could  not  be  taken  away  by  the  legislature, 
and  is  Hable  for  negligence  in  the  management  of  such 
property  by  which  injury  is  caused.  (1  Dillon,  Munic. 
Corp.,  Sec.  72.) 

With  legislative  authority  a  city  may  give  a  private 
corporation  the  exclusive  right  to  the  use  of  its  streets 
for  gas  mafhis.  But  such  exclusive  rights  cannot  be  con- 
ferred by  the  city  except  upon  legislative  authority.  An 
exclusive  contract,  when  properly  granted,  is  held  to  be 
a  valid  contract  and  protected  from  impairment  by  the 
federal  canstitution.t 


•66  Ind.  896. 

fl  Dillon,  Munic.  Corp.,  Sec.  691 ;  160  U.  S.  660.  Contra, 
26  Conn.  19.  The  validity  of  an  exclusive  contract  or  fran- 
chise of  this  character,  seems  to  be  justly  questioned  on  the 
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It  is  held  that  an  exclusive  franchsse  to  occupy  the 
streets  for  gas  madns  does  not  prevent  the  use  of  the 
streets  for  electric  light  wires. 

It  is  within  the  power  of  the  city  to  regulate  by  or- 
dinance the  price  of  gas;  and  the  same  principle  would 
give  it  power  to  regulate  the  charges  for  electric  light- 
ing. This  power  is  something  of  an  offset  to  Hie  mo- 
nopolismig  tendencies  of  public  service  corporations. 
The  power  to  regulate  such  charges  is  largely  nullified 
as  yet  by  decisions  requiring  such  regulation  of  prices  to 
be  reasonable  and  not  confiscatory;  which  limitation, 
though  it  sounds  well,  in  practice  enables  a  corporation 
supplying  such  commodity  to  obtain  large  dividends  on 
watered  stock. 

It  is  also  held  that  a  gas  company,  in  the  absence  of 
a  contract  with  the  city  to  do  so,  is  not  obliged  to  furnish 
gas  to  every  one  along  its  Knes.*  But  this  may  be  ques- 
tioned, and  Jt  would  seem  that  a  company  setting  out  to 
supply  the  public  with  such  a  commodity  would  be  com- 
pellable to  supply  all  who  were  able  to  pay  for  the  com- 
modity, if  they  conformed  to  the  requirements  of  the 
company.  In  the  control  of  gas  and  water  works  as 
owner,  a  municipality  may  become  liable  for  the  negli- 


ground  that  it  not  only  tends  to,  but  does  actually,  create  a 
monopoly.  In  England  this  monopolizing  of  public  lighting,  as 
well  as  other  municipal  industries,  is  prevented  by  municipally 
owned  enterprises ;  and  the  same  plan  is  being  advocated  in  many 
of  our  important  cities,  and  will  unquestionably  become  general 
in  the  near  future. 
♦«  N.  J.  Law,  846. 
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geiice  of  its  officers  and  agents  in  failing  to  supply  suffi- 
cient gas  or  water  to  fill  accepted  contracts.* 

A  city  is  not  obliged  to  light  its  streets,  unless  some 
charter  provision  requires  it.  Though  as  a  rule  for  its 
own  benefit  it  does  light  its  streets,  but  it  is  under  no 
obligation  to  do  so.f  It  is  required  to  light  and  guard 
excavations  or  any  dangerous  obstruction  in  the  public 
streets,  and  will  be  liable  in  damages  to  any  one  injured 
for  a  failure  to  do  so.J 

The  public  streets  of  a  municipality  cannot  be  used 
by  electric  lighting  companies  without  legislative  sanc- 
tion. And  the  right  of  abutting  owners  to  compensa- 
tion for  such  use  of  the  streets  on  the  ground  that  it  is 
an  additional  servitud-e  is  in  dispute.  The  weight  of 
authority  perhaps  being  that  such  owners  are  not  en- 
titled to  compensation. 

Sec.  1895.  SAME  SUBJECT— AS  TO  THE 
SUPPRESSION  AND  PREVENTION  OF  NUI- 
SANCES.— ^A  municipality  is  usually  given  the  power 
to  suppress  and  prevent  nuisances.  A  nuisance  may  be 
defined  as  a  continuing  annoyance  to  the  prejudice  of 
one's  legal  rights.  Nuisances  are  of  two  kinds:  1. 
Public.    2.  Private, 

1.  Public  Nuisance,  A  public  nuisance  is  a  con- 
tinuing annoyance  to  the  public.  While  a  private  nui- 
sance afltects  only  private  individuals,  with  which  the 
city  has  nothing  to  do. 

•120  Mass.  824;  149  Mass.  410;  81  Pa.  St.  88. 
t38  Minn.  134;  100  Mass.  266. 
t98  N.  Y.  679. 
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Public  nuisances  are  of  two  kinds:  1.  Nuisances  per 
86,  that  is,  tiie  mere  fact  of  their  existence  shows  them  to 
be  nuisances.  2.  Nuisances  in  fact,  that  is,  such  things 
as  have  been  judicially  determined  to  be  nuisances.  The 
city  has  authority  to  abate  nuisances  by  ordinance  or  res- 
olution, or  it  may  bring  proceedings  to  determine  wheth- 
er a  nuisance  exists  and  if  so  have  it  abated  by  judicial 
decree.* 

The  legislature  may  invest  a  city  with  the  power  to 
abate  a  nuisance  per  se,  without  providing  for  a  judicial 
determination.  And  it  is  perhaps  impliedly  within  the 
power  of  a  city  to  clear  its  streets  of  nuisances,  subject 
to  its  being  answerable  for  an  abuse  of  the  power.f  The 
power  to  abate  a  nuisance  per  se  is  liberally  construed  in 
favor  of  the  city.t    The  power  to  abate  and  prevent 

*  Just  what  will  constitute  a  nuisance  fer  »e^  or  in  fact,  is  not 
always  easy  to  decide.  Thus  a  slaughter  house  in  the  heart  of 
a  city  has  been  held  not  to  be  a  nuisance  per  »e^  since  it  could  be 
conducted  so  as  not  to  be  offensive;  and  it  has  also  held  to  not 
constitute  a  nuisance  in  fact,  in  some  cases.  So  a  grist  mill  on 
the  streets  of  Detroit  w€is  held  not  to  constitute  a  nuisance  per  se 
or  in  fact.  And  the  same  holding  has  been  made  as  to  a  livery 
stable.  See  6  Gray  (Mass.)  47S;  7  Blackf.  (Ind.)  634;  6 
Cush.  80;  22  Vt.  321;  14  Mich.  41. 

flOOInd.  676;  98  111.806. 

JIO  La.  Ann.  227;  16  Fla.  806;  2  C.  &  P.  486;  64  la.  69. 
It  was  held  in  the  Florida  case  that  building  a  structure  in  the 
street  for  impounding  and  coniming  swine  was  within  the  law 
prohibiting  both  a  public  and  a  private  nuisance.  A  pig  stye 
in  a  populous  place  is  said  to  be  a  nuisance  per  se.  1  Bright. 
(Pa.)  69.  A  livery  stable  is  not  per  se  a  nuisance.  7  R.  I. 
87;  nor  is  a  tannery;  26  N.  J.  Law,  288.  The  keeping  or 
manufacturing  of  large  quantities  of  gunpowder  in  a  thickly 
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nuisances  is  usually  conferred  in  general  terms,  and  is 
held  to  involve  the  right  to  prohibit  obstructions  in  the 
stmeetSy  to  control  and  license  theaters  and  circuses,  and 
the  like  * 

A  nuisance  in  fact  should  be  judicially  determined  to 
be  so,  before  it  can  be  abated;  the  person  whose  property 
rights  are  to  be  affected  by  abating  the  nuisance  is  en- 
titled to  his  day  in  court.  So  that  a  city  cannot  be  le- 
gally authorized  to  declare  that  to  be  a  nuisance  per  se, 
and  abate  it,  which  may,  or  may  not  be  a  nuisance.  (14 
Mich.  41.) 

A  city  cannot  itself  license  or  maintain  a  nuisance  to 
the  prejudice  of  private  rights.t 

Any  trade  or  business  which  is  dangerous  to  the 
health,  or  produces  discomfort  to  the  conununity,  may 
be  regulated  by  ordinance,  or  enjoined  by  the  coiui;s. 
But  municipal  ordinances,  as  a  rule,  are  not  the  proper 
w«ty  to  abate  niiisances  in  fact,  but  this  may  be  done.t 
The  city  may  cause  nuisances  to  be  abated  without  mak- 
ing compensation  for  tiie  property  destroyed  in  doing 
60.  If  the  thing  is  such  as  to  constitute  a  public  nui- 
sance, it  is  not  regarded  of  any  value,  and  no  property 
rights  are  considered  destroyed.  §     But  the  nuisance 

populated  community  is  held  to  be  a  nuisance  per  se.  1  Swan 
(Tenn.)  JBIS. 

•SHilllJBl;  4Yergerl68. 

tl2  Heisk.  684 ;  60  Ind.  691 ;  King  v.  Cross,  2  C.  &  P.  488 ; 
Judge  y.  Meriden,  88  Conn ;  46  Conn.  460 ;  74  Tex.  404 ;  66 
Ind.  189. 

}20  N.  J.  Eq.  416 ;  8  B.  &  Aid.  184. 

§100  Ind.  676, 
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must  be  shown  to  exist  as  a  fact,  and  if  the  city  makes  a 
mistake  in  abating  as  a  nuisance,  a  thing  that  turns  out 
to  be  no  nuisance,  it  will  be  liable  for  all  damages 
caused.* 

The  city  may  abate  nuisances  per  se  summarily,  that 
is,  without  any  hearing  or  notice.  And  municipalities 
may,  by  ordinance,  declare  what  diall  be  regarded  as 
nuisances;  and  even  though  they  are  not  nuisances  in 
fact,  if  they  come  within  the  general  things  which  the 
city  believes  require  regulation,  the  courts  wiU  not  ques- 
tion their  right  unless  there  is  a  plain  abuse  of  discretion. 
If  the  city  in  its  attempt  to  prescribe  what  are,  and  abate 
nuisances,  abuses  the  discretion  given  it,  the  courts  will 
review  their  action.t 

Sec.  1896.  SPECIAL  LIMITATIONS  UPON 
MUNICIPAL  POWERS.— There  are  certain  special 
limitations  upon  the  powers  of  municipalities  which  we 
will  now  consider  briefly. 

Limitations  on  municipal  power  are  either  express,  or 
implied. 

Implied  limitations  result  from  the  principle  of  con- 
struction that  a  municipality,  as  a  rule,  can  exercise  only 
the  powers  granted  in  its  charter. 

Express  limitations  are  those  found  expressed  in  the 
city's  charter  or  in  the  general  law  of  the  state. 

Sec.  1897.  SAME  SUBJECT— LIMITATIONS 
ON  THE  POWER  TO  BORROW  MONEY.— An 
incorporated  city,  by  the  weight  of  authority,  cannot 

•Cole  v.  Eegler,  64  la.  69;  152  Mass.  450. 
t2«  111.  App.  574. 
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borrow  money  without  a  legislative  permit  to  pledge  its 
credit.*  This  power  may  be  conferred  by  the  state  leg- 
islature, unless  the  constitution  forbids.  But  that  the 
power  to  borrow  money  by  implication  exists  is  doubted. 
There  is  some  contention  that  the  very  fact  that  the  city 
exists  as  a  legal  entity  or  personality,  gives  it  power  by 
implicaticm  to  borrow  money  for  municipal  purposes. 
The  authorities  are  divided  on  this  question.! 

A  city  may  become  indebted  in  the  exercise  of  powers 
conferred,  and  liable  to  an  action  for  such  debt,  and 
must  then  borrow  money  to  pay  its  indebtedness.  And 
while  it  would  have  no  authority  to  borrow  the  money 
in  the  first  instance,  it  can  do  so  when  it  has  already  in- 
curred the  obligation  or  debt.  The  city  having  author- 
ity to  borrow  may  do  so  by  issuing  its  bonds,  possessing 
the  characteristics  of  negotiable  paper.  While  its  usual 
and  express  methods  of  meeting  municipal  obligations 
is  by  the  power  of  taxation.  The  city  has  no  power, 
according  to  some  authorities,  unless  expressly  con- 
ferred, to  issue  negotiable  paper,  a  distinction  being 
made  between  borrowing  money  and  issuing  negotiable 


•37  N.  J.  L.  191;  74  Pa.  St.  488;  19  WaU.  475;  Dillon, 
Munic.  Corp.,  Sees.  607,  608. 

fBank  v.  Mayor,  7  Ohio,  pt.  2,  page  81 ;  19  la.  21 ;  60  Ind. 
604;  11  Wis.  470;  22  Neb.  614;  84  Pa.  St.  487.  The  latter 
cases  inclining  to  the  view  that  while  for  general  purposes  the 
city  has  no  implied  power  to  borrow  money,  but  for  purposes 
suitable  and  needful  to  effectuate  the  objects  for  which  it  was 
created,  it  has  such  implied  power.  Galena  v.  Corwith,  48  HI. 
428,  is  an  extreme  case  as  to  the  implied  power  of  the  citj  to 
borrow  money. 
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paper.  The  power  to  borrow  money,  when  expressly 
conferred,  implies  the  power  to  issue  negotiable  paper. 
And,  by  the  weight  of  authority  the  implied  power  to 
borrow  money  includes  by  implication  the  power  to  ar- 
range for  the  payment  of  the  debt  so  contracted  by  the 
issue  of  negotiable  bonds,  whidi  possess  the  same  char- 
acteristics as  negotiable  paper.* 

The  power  to  audit  claims,  and  to  issue  to  a  creditor 
warranijs  for  orders  does  not  confer  by  implication  the 
power  to  issue  negotiable  paper. 

Sec.  1898.  SAME  SUBJECT— LIMITATIONS 
UPON  MUNICIPAL  INDEBTEDNESS.— Most 
city  charters  limit  in  express  terms  the  amount  of  mu- 
nicipal indebtedness.  This  limitation  is  usually  accom- 
plished in  this  way:  The  statute  or  constitution  pro- 
vides that  the  city  shall  not  incur  indebtedness  for  more 
thiam  a  stated  percentage  of  the  assessed  valuatioa  of  the 
city's  real  and  personal  property.  And  thus  the  amoimt 
it  may  borrow  is  graduated  to  the  whole  amount  of 
property  in  the  city.t    A  city  may  not  avoid  the  Umi- 


^Tiedeman,  Munic.  Corp.,  Sec.  188;  11  Minn.  81;  48  HI. 
428 ;  76  N.  C.  267 ;  67  Miss.  126 ;  84  Pa.  St.  600 ;  188  U.  S.  678 ; 
144  U.  S.  178,  bold  that  a  city  has  no  implied  power  to  issue 
negotiable  securities,  though  the  express  power  to  borrow  money 
had  been  conferred  upon  it. 

fin  the  constitutions  of  Mfidne,  Illinois,  Wisconsin,  Iowa, 
West  Virginia  and  Missouri,  municipal  corporations  are  forbid- 
den to  become  indebted  to  an  amount  exceeding  6  per  cent  of 
the  assessed  valuation.  In  Georgia  and  Pennsylvania  the  limit 
is  7  per  cent,  in  New  York  10  per  cent,  in  Colorado  8  per  cent, 
and  South  Carolina  8  per  cent.     This  limit  is  allowed  to  be  ex- 
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tations  upon  its  power  to  borrow  money  by  calling  it 
raising  money  instead  of  borrowing,  any  pledging  of 
Hie  dty's  credit  comes  wiHiin  the  meaning  of  borrowing 
money.* 

Cities  are  generally  prc^iibited  by  legislatioQ  from 
contracting  an  indebtedness  to  be  paid  in  the  future. 
Thus,  under  sudi  a  limitaticm,  they  are  forbidden  from 
contracting  an  indebtedness  in  any  one  year  in  exoess  of 
the  limitation  provided,  and  making  it  payable  in  the 
future,  in  order  to  get  around  the  limitation  fixed.f 

An  important  exception  to  the  rule  that  a  city  may 
not  exceed  the  limit  of  indebtedness  fixed  by  the  con- 
stitution or  statute  is  made  as  against  obligations  or 
liabilities  incurred  ex  delicto,  or  by  reason  of  the  city's 
failure  to  perform  duties  put  upon  it  by  law,  as  to  keep 


ceeded  in  Indiana,  in  order  to  provide  for  the  people  in  time  of 
great  public  calamity;  in  Missouri  to  erect  a  court  house;  in 
New  York,  a  gaol ;  and  in  Colorado,  to  supply  water, 

•31  Md.  876;  14  N.  Y.  866.  The  person  who  is  about  to 
enter  into  a  contract  with  a  municipality,  must  ascertain  at  his 
peril  the  legal  limits  of  municipal  indebtedness  and  determine 
for  himself  whether  the  contract  he  is  entering  into  will  cause 
it  to  exceed  this  limit ;  if  it  does  he  cannot  enforce  payment  of 
the  debt  due  him.  The  limitation  applies  to  all  forms  of  in- 
debtedness. Buchanan  v.  Litchfield,  102  U.  S.  278;  148  U.  S. 
866;  42  la.  614;  86  W.  Va.  606;  87  HI.  886;  114  U.  S.  190; 
62  Wis.  87;  91  Pa.  St.  898.  A  few  cases  hold  that  the  city 
may  exceed  the  limit  for  current  expenses  as  salaries  and  ordi- 
nary expenses.  Potter  y.  Douglas,  87  Mo.  289;  86  la.  896; 
71  Tex.  770;  16  Cal.  249;  Contra,  180  U.  S.  662;  84  HI.  626; 
88  Ind.  478. 

t  Jonas  y.  Cincinnati,  18  Ohio  818;  69  Mich,  811. 
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the  streets  and  sidewalks  in  repair,  and  other  acts  of 
negligence,*  The  city  cannot  escape  liability  for  sudi 
acts  by  a  plea  that  it  is  already  over  indebted. 

Sec.  1899.  SAME  SUB JECT— OTHER  LIMI- 
TATIONS. — It  has  been  held  that  the  city  council  has 
no  authority  to  oflfer  a  reward  for  the  apprehension  of 
oifenders.f  It  has  also  been  held  that  it  has  such  au- 
thority.J  But  an  officer  who  is  simply  doing  his  cus- 
tomary duties  cannot  claim  such  a  reward. § 

The  city  has  no  power  to  furnish  entertainment  for 
its  citizens,  as  by  providing  for  a  banquet  or  celebration 
at  the  public  expense.  (10  Cush.  852.)  And  the  city 
has  not  the  power  to  indemnify  an  officer  for  expenses 
incurred  in  prosecuting  and  defending  suits,  in  which 
the  officer  has  been  sued  for  a  tort  in  performing  matters 
pertaining  to  his  office.  But  some  provision  is  usually 
made  in  such  cases  by  which  the  city  does  stand  the  ex- 
pense. In  a  case  the  trustees  or  council  were  allowed 
to  employ  counsel  to  defend  an  action  for  false  impris- 
onment    (108  Ind.  196.) 

The  city's  power  to  impound  animals  must  be  ex» 
pressly  conferred  and  strictly  observed.!!    A  municipal- 


♦People  V.  May,  9  Colo.  404;  Bloomington  v.  Purdue,  99 
lU.  329;  Chicago  y.  Sexton,  115  lU.  290;  36  la.  114;  16  Cal. 
691. 

t51  Me.  174. 

t23  Pa.  St.  891 ;  7  Gray  874. 

§5  Cush.  219. 

If21  Pick.  56;  36  lU.  417. 
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ity  has  no  implied  power  to  assist  in  the  public  defense 
by  giving  bounties  to  volunteers.*  But  cities  may  be 
authorized  to  do  so  by  the  kgislaiiire.t 


•SO  Mass.  272;  139  Mass.  341. 

t60  Pa.  St.  160;  contra,  Cooley  on  Taxation,  136. 
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CHAPTER  V. 

GENERAL  P0WEE8  OF  THE  MUNICIPALITY. 

Sec.  1400.  SCOPE  OF  CHARTER.— In  the  last 
chapter  the  special  powers  of  the  city,  with  the  limita- 
tions upon  municipal  powers  were  considered.  We  are 
now  to  consider  tiie  general  powers  of  the  city,  by  which 
we  mean  those  powers  which  the  city  must  possess  m 
order  to  exist,  its  essential  and  necessary  powers.  They 
wiU  be  presented  in  the  order  in  which  they  are  usually 
conferred  by  the  charter. 

Sec.  14,01.  THE  RIGHT  TO  A  CORPORATE 
NAME— HOW  OBTAINED.— The  first  general 
power  or  right  usually  granted  or  conceded  to  a  city  is 
that  of  a  corporate  name,  under  which  rights  may  be  ac- 
quired and  obligations  imposed.  Being  an  intangible 
entity  it  requires  a  name  by  which  to  be  known  more 
than  a  natiu:al  person.  There  can  be  no  municipal  cor- 
poration without  a  name,  and  this  name  is  usually  desig- 
nated by  the  kgislatiu-e,  but  may  be  acquired  by  usage. 
In  England,  by  the  Municipal  Corporation  Act,  of 
1888,  the  name  of  all  municipal  corporations  was  speci- 
fied, that  of  boroughs,  being  "mayor,  aldermen  and  bur- 
gesses of ,"  and  for  cities,  "mayor,  aldermen  and 

citizens  of ."*    In  this  country,  corporations  b€;ing 

^Tiedeman,  Munic.  Corp.,  Sec.  47;  Atly.  Gren.  v.  Worcester, 
2  Phil-  8;  16  Sim.  876;  7  C.  &  P.  6«7. 
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usually  created  imder  general  laws,  are  aUowed  to  adopt 
for  themselves  a  name,  and  in  contracting,  and  in  suits 
at  law,  are  required  to  conform  to  ilie  general  form  of 
name  provided  for  by  the  statute,  as  "the  city  of /'* 

At  common  law  the  name  of  the  city  might  be  ob- 
tained by  grant  or  prescription.  And  for  certain  pur- 
poses a  city  might  have  two  names,  either  one  of  which 
it  might  act  under.f  But  it  could  not  have  two  names 
by  grant,  as  the  second  grant  would  displace  the  first. 
The  name  given  a  city  by  its  charter  or  general  law  can- 
not be  changed  by  the  dty  without  the  consent  of  the 
legislaturct  If  the  identity  of  the  corporation  of  the 
city  is  not  in  doubt,  rights  may  be  acquired  or  obliga- 
tions incurred,  even  though  \he  wrong  name  is  used. 
The  purpose  of  the  name  is  simply  to  identify  the  mu- 
nicipality and  for  convenience.  §  Parol  evidence  may 
be  resorted  to  in  order  to  establish  the  identity  of  the  cor- 
poration, and  an  obligation  entered  into  by  a  city  imder 
a  mistaken  name,  will  nevertheless  be  good  if  the  identity 
is  dear.H 

Where  legislatures  create  public  quasi  corporations, 
such  as  counties,  townsHhips,  school  districts,  and  the  like, 
without  giving  them  any  name  at  all,  they  acquire  a 

*Thi8  is  the  usual  designation  under  general  laws,  but  the 
designation  is  not  uniform  in  the  various  states. 

fl  Ld.  Raymond,  80;  1  Strange  614. 

tnS  N.  Y.  176;  Girard  v.  Phila.  7  WaU.  1 ;  82  W.  Va.  164; 
16  N.  H.  817. 

§First  Parish  in  Sutton  v.  Cole,  8  Pick.  288;  16  N.  H.  817; 
7  Taunt.  646 ;  Wakefield  v.  Brown,  88  Minn.  861 ;  118  N.  Y.  98. 

1[2  Kent  Com.  292;  19  Mo.  669;  10  Ohio  111;  10  Coke  120. 
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name  by  use  and  reputation,*  Otherwise,  in  suits  by 
and  against  a  municipal  corporation,  the  correct  name 
as  prescribed  in  the  statute  must  be  used.f  And  if  an 
obligation  be  given  to  or  by  a  city,  in  the  wrong  name, 
a  suit  arising  out  of  it  should  be  in  the  true  name  of  the 
city,  setting  out  the  facts  as  to  the  obligation  being  taken 
in  another  name.t  Generally,  a  mistake  in  regard  to 
the  name  of  the  city,  in  suits  at  law,  msay  be  corrected  by 
amendment. 

Sec.  1402.  CHARTER  REQUIREMENTS  AS 
TO  A  CORPORATE  SEAL.— Another  general 
power  conferred  upon  municipalities,  is  the  requirement 
to  have  and  use  a  corporate  seal.  The  power  is  usually 
given  to  select  its  own  seal  and  change  it  at  pleasure. 
The  power  need  not  be  expressly  conferred,  and  would 
be  inferred  or  implied  from  other  powers. 

At  common  law  a  mimicipality  could  not  act  at  all 
except  under  the  corporate  seal,  but  the  modern  rules 
are  not  so  strict.  Contracts  may  now  be  entered  into  by 
the  corporation  without  the  use  of  the  seal,  although,  as 
a  rule,  all  unportant  matters  or  contracts  bear  the  mu- 
nicipal seal.  No  formal  seal  is  required,  and  any  scroll 
authority  affixed  to  an  instnunent  will  be  sufficient  as  a 
seal,  if  no  other  had  been  adopted.  § 


•18  Conn.  827;  10  Q.  B.  889. 

fl  Dillon,  Munic.  Corp.,  Sec.  181 ;  10  Mod.  208;  15  III  185. 

JCounty  V.  Griswold,  58  Mo.  175;  15  B.  Monr.  35;  Blackf. 
(Ind.)  36;  10  Coke  125b;  58  Fed.  Rep.  895. 

§The  rule  being  now,  that  a  corporation  need  only  use  its 
seal  where  an  individual  would  likewise  be  required  to  use  a  seal 
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The  legislature  usually  requires  that  the  city  shall 
have  and  use  a  corporate  seal.  This  does  not  mean  that 
it  mtcst  do  so  ia  all  cases.  Business  methods  have  been 
changed  since  the  old  common  law  rule  was  established 
in  regard  to  sealing,  and  the  signature  is  now  more  im- 
portant than  the  seal.  If  the  contract  has  been  entered 
into  by  the  city,  and  been  executed  in  whole  or  in  part 
in  good  faith,  the  contract  will  be  binding,  though  no 
seal  has  been  used,  and  the  form  of  the  statute  seems  to 
have  required  it.f 

Sec.  1408.  THE  POWER  TO  HOLD  COR- 
PORATE MEETINGS.— Another  general  power 
conferred  on  municipality,  is  the  power  to  hold  cor- 
porate meetings.  This  meeting  of  the  corporation  is 
one  of  its  most  important  functions.  These  meetings 
are  of  two  kinds:  1.  The  New  England  town  meet- 
ing, or  democratic  assembly  of  the  citizens  for  the  trans- 
action of  corporate  business.  This  sort  of  meeting  has 
already  been  discussed.  2.  The  meeting  of  a  select, 
or  representative  body,  called  the  council  or  common 
council.  With  respect  to  their  functions,  these  bodies 
are  both  legislative  and  administrative  in  character. 

Sec.  1404.  SAME  SUBJECT— ACTION  BY 
THE  COUNCIL.— The  municipality  can  act  only 
Hhrough  its  council    The  inhabitants  or  citizens,  though 


in  the  execution  of  legal  instruments.     Bank  v.  Patterson,  7 
Cranch  299;  107  Ind.  281 ;  114  N.  Y.  122;  60  Mich.  662. 

fl  Dillon,  Munic.  Corp.,  Sec.  190;  7  Cranch  299;  30  Vt. 
169;  contra,  Smeltzer  v.  White,  92  U.  S.  S90;  36  la.  248;  2 
Scam.  (Bl.)  188. 
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ih^  have  power  to  select  the  members  of  the  comicil, 
camiot  bind  the  city  in  any  otlier  way  than  through  the 
action  of  their  comicil.  They  cannot  bind  the  dty  by 
a  collective  vote,  or  anything  of  that  kind,  but  some  mat- 
ters are  referred  to  the  people  to  be  ratified  by  their 
vote.* 

The  requisites  of  a  valid  corporate  meeting  at  com- 
mon law  were  determined  by  prescription;  that  is,  the 
steps  necessary  to  be  taken  to  summon  and  hold  a  valid 
corporate  meeting  with  power  to  act  for  the  city,  was  de- 
termined by  custom  or  prescription.  Now,  it  is  entirely 
regulated  by  statute  and  charter. 

The  first  requisite  of  a  valid  corporate  meeting,  as 
provided  by  charter  or  statute  is,  reasonable  notice  to  all 
persons  entitled  to  attend.  Some  charters  provide  ex- 
pressly the  kind  of  notice  that  must  be  given.t  The 
meeHngs  and  proceedings  of  the  councQ  are  governed 
by  the  rules  governing  legislative  bodies,  except  as  modi- 
fied by  charter  or  ordinance.  But  the  violation  of  a 
parliamentary  rule  will  not  render  an  ordinance  passed 
by  the  council  void,  if  the  statutory  requisites  have  been 
complied  with.  Thus  the  statutes  usually  provide  for  a 
number  of  readings,  usually  three,  before  the  ordinance 
can  be  passed,  and  if  these  statutory  requirements  have 
been  complied  with,  the  mere  violation  of  some  rule  of 
order  will  not  invalidate  ihe  ^action  of  the  cou!ndl.t  The 
council  cannot  delegate  their  authority  to  act,  to  a  com- 

♦10  A.  k  E.  886;  «  Q.  B.  860. 
t52  Mich.  628;  S6  Minn.  17& 
%69  la.  848. 
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mittee;  but  they  may  appoint  committees  to  investigate, 
and  then  take  action  on  their  report,  without  violating 
the  rule  as  to  the  delegation  of  delegated  authority.! 
i  The  council  may  pass  ordinances  and  repeal  them 
at  will,  unless  private  rights  are  involved.  Where  pri- 
vate rights  are  involved  in  their  legislation,  they  caimot 
take  them  away  after  creating  them.  And  the  rule  is 
that  the  action  of  one  council  has  no  binding  obligation 
upon  the  action  of  any  succeeding  council  except  so  far 
es  private  rights  may  be  affected  by  such  subsequent 
action.t 

Statutory  provisions  sometimes  require  that  an  aye 
and  nay  vote  on  certain  questions  shall  be  recorded  in 
the  minutes  of  the  council,  and  by  some  courts  this  re- 
quirement is  directory  only,  and  does  not  avoid  the  coun- 
cil's action  if  not  i^ecorded  as  required.  §  Other  auHiori- 
ties  construe  l^e  requirement  as  mandaknry,  and  hold 
the  action  of  the  couiksSI  void  if  Ibe  record  of  the  vote  is 
not  keptlF 

It  has  been  held  that  where  the  statute  requires  that 
all  resolutions  shall  be  passed  by  an  aye  and  nay  vote, 
this  does  not  cover  a  motion  to  adjourn.  (50  Wis.  204.) 
Hie  council  has  power  to  make  a  ntmc  pro  tunc  entry  of 
an  aye  and  nay  vote;  that  is,  they  have  power  to  order 
the  entry  of  the  ayes  and  nays  afterward,  where  that  is 


t«4  How.  j887. 

t87  Me.  68. 

|SHiU9;2Denio8Sd. 

%tSt  Mich.  106;  69  lU.  286;  6  Colo.  161 ;  86  Ind.  90. 
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the  fact,  in  order  to  satisfy  the  requirement.*  The  aye 
and  nay  vote  must  appear  from  the  records,  and  cannot 
be  proved  aliunde.^ 

The  president  of  the  council,  who  may  or  may  not  be 
the  mayor  of  the  city,  is  usually  given  the  right  to  vote 
in  cases  of  a  tie  vote  of  the  council,  and  it  is  also  held  that 
he  has  the  right  to  vote  where  only  half  the  council  vote, 
and  the  other  half  refuse  to  vote.     (118  111.  187.) 

The  council  can  take  no  action  when  less  than  a  quo- 
rum is  present,  and  if  they  do  so  such  action  is  void. 
But  the  corporation  may  be  estopped  from  raising  the 
question  as  to  a  quorum  where  the  ri^ts  of  a  holder  of 
negotiable  securities  are  involved.  Thus,  if  at  a  meet- 
ing at  which  there  was  not  a  quorum  present,  negotiable 
securities  are  issued  or  provided  for,  and  these  securities 
are  purchased  by,  and  held  in  good  faith  by  some  one  to 
whom  the  city  subsequently  pays  interest  on  them;  in 
such  a  case  the  city  would  be  stopped  from  setting  up 
the  fact  that  \he  council  had  not  properly  authorized 
their  issue.t 

At  the  common  law  councilmen  were  not  allowed  to 
vote  on  questions  in  whidi  they  were  interesrted*pecu- 
niarily,  and  this  rule  still  prevails,  thou^  it  is  common- 
ly violated.  § 


*64  Ind.  319;  18  AUen  1S9. 

128  Mich.  467. 

tftO  Ind.  816;  1  Dillon,  Munic.  Corp.,  Sec.  898. 

§10  Wend.  669.  The  rule  does  not  extend  to  prevent  a 
councilman  from  voting  for  the  improvement  of  a  street  which 
he  has,  with  others,  petitioned  the  council  to  pass;  2S  Mich. 
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Sec.  1406.  SAME  SUBJECT— MUNICIPAL 
RECORDS. — ^As  the  ardinances  of  a  city  are  given  the 
effect  of  laws,  and  its  action  in  other  than  legislative 
matters  is  of  the  utmost  importance  to  all  the  inhabit- 
ants of  the  city,  it  is  very  important  that  a  careful  record 
of  the  coimcil's  proceedings  should  be  kept.  Again, 
while  the  records  of  county,  township  and  school  district 
meetings  are  regarded  with  considerable  liberality  by 
the  courts,  this  is  not  the  case  with  municipal  records, 
where  it  is  said:  '^The  city  speaks  only  through  its  rec- 
ards."J 

To  the  rule  liiat  a  city  speaks  only  through  its  records, 
there  are,  seemingly,  many  exceptions,  and  the  action 
taken  by  the  city  council  may  be  shown  otherwise  than 
by  the  records.  Thus,  while  it  is  held  that  parol  evi- 
dence is  not  admissible  to  contradict  the  mimicipal  rec- 
ord, it  may  be  used  to  show  that  steps  taken,  were  omiti 
ted  from  the  records.*  This  results  from  the  principle 
that  private  rights  cannot  be  lost  by  the  failure  of  an 
oflScer,  as  the  clerk,  to  perform  a  ministerial  duty.  The 
rule  applymg  to  all  duties  that  are  purely  ministeriaLf 

104;  nor  to  prevent  a  city  from  employing  its  mayor,  who  is 
an  attorney  at  law,  to  defend  an  action  against  the  city.  S3 
Mich.  61. 

%6  Pick.  16.  The  rule  that  a  city's  action  can  only  be  shown 
by  its  records,  applies  chiefly  to  cases  where  the  statutes  require 
that  a  record  shall  be  kept.  If  no  record  is  required  to  be  kept, 
the  keeping  of  a  record  is  optional,  and  action  taken  may  be 
proved  by  parol. 

♦78  Ind.  1 ;  12  Wheat.  M. 

fThus  where  every  step  required  has  been  taken  by  the  coun- 
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It  is  held  that  the  city  clerk,  while  still  in  office,  may 
amend  his  own  records,  ex  parte,  if  it  is  a  record  that  he 
himself  has  made.  But  this  is  questioned  by  other  au- 
thorities, and  the  contention  made  that  the  records 
should  only  be  amended  by  the  clerk  after  a  mandamus 
proceeding  has  been  brought  against  him,  and  the  mat- 
ter adjudicated.t  In  some  cases  the  clerk  has  been  al- 
lowed to  amend  his  own  records  at  the  trial.  §  Much 
depends  upon  the  nature  of  the  amendment  to  be  made. 

A  city  clerk  out  of  office  cannot  amend  the  records 
which  he  previously  made.1I  And  where  the  record  has 
been  read  and  approved  by  the  council  it  cannot  be 
amended  by  tihe  clerk  without  the  consent  of  the  coun- 
cil. II  The  city  council,  in  session,  may  amend  its  rec- 
ords; but  this  cannot  be  done  by  a  council  composed  of 
new  members  from  the  one  whose  records  are  to  be 
amended. 

When  it  is  desired  to  secure  control  or  custody  of  the 
public  records,  mandamus  and  not  replevin  is  the  proper 
action  to  bring.*  But  where  the  title  to  an  office  is  in  dis- 

dl,  and  a  contract  has  been  entered  into,  and  private  rights 
acquired  under  such  action,  but  the  clerk  has  failed  to  perform 
his  duty  to  properly  make  up  the  records  of  the  council's  meet- 
ing and  the  action  taken,  a  purely  ministerial  duty  on  his  part ; 
in  such  a  case  the  requirement  of  the  statute  as  to  the  making 
of  a  record  will  be  overlooked  to  protect  private  rights  that 
would  otherwise  be  destroyed. 

{20  Conn.  690;  40  Conn.  298;  41  Conn.  448. 

§27  Vt.  206. 

Tfl2  Met.  106;  contra,  9  N.  H.  168. 

Ill  Met  (Ky.)  296. 

*24  Mich.  466;  cuntra,  44  Me.  874. 
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pute,  quo  warranto  proceeaings  i^ould  first  be  brought 
to  try  the  title  to  the  office,  and  then  mandamus  to  get 
possession  of  the  records.  But  such  depends  upon  the 
particular  circumstances  of  the  case  and  where  a  person 
\b2l  de  facto  officer,  and  entitled  to  the  records,  he  may 
bring  mandamus. 

Sec.  1406.  SAME  SUBJECT-ORDINANCES. 

— One  of  the  most  important  things  that  a  city  council 
has  to  do,  and  make  a  record  of,  is,  to  pass  ordinances. 

By  an  ordinance  is  meant  a  permanent  rule  enacted 
by  a  city  for  the  government  of  its  inhabitants.  The 
framing  of  these  rules  or  ordinances  is  left  to  the  city, 
as  a  part  of  the  plan  of  local  self-government,  since  they 
pertain  to  matters  of  peculiar  interesrt  and  concern  to  the 
locality  comprised  by  the  municipality.! 

An  ordinance  is  to  be  distinguished  from  a  resolution, 
in  that  an  ordinance  is  of  the  nature  of  a  local  law,  pre- 
scribing a  general,  uniform  and  permanent  rule  of  con- 
duct; while  resolutions  are  special,  temporary  and  lim- 


t**A  municipal  by-law  (ordinance)  is  a  rule  binding  on  a 
particular  district,  not  being  at  variance  with  the  general  law 
of  the  realm,  and  being  reasonable  and  adapted  to  the  purposes 
of  the  corporation,  and  any  rule  or  ordinance  of  a  permanent 
character,  which  the  corporation  is  empowered  to  make,  is  a 
by-law.'* — ^Baron  Parke,  in  Hopkins  v.  Swansea,  4  M.  &  W. 
621;114Ind.  SS2. 

In  England  the  word  *T)y-law"  is  employed  instead  of  ordi- 
nance, and  in  this  country  the  two  are  used  as  synonymous  ex- 
pressions, the  term  "by**  or  %ye'*  meaning  a  borough  or  local 
community.     Com.  v.  Turner,  1  Cush.  498;  48  N.  J.  Eq.  107. 
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Itcd  in  their  creation  or  application.  There  are,  there- 
fore, many  things  that  a  council  may  do  by  ordinance 
that  they  cannot  do  by  resolution.*  The  statute  or 
charter  usually  provides  the  things  the  city  may  do  by 
ordinance,  and  those  it  may  do  by  resolution.  The 
things  a  city  is  required  to  do  by  ordinance,  it  may  do 
by  resolution;  but  if  the  charter  is  silent  as  to  the  mode 
of  action,  the  council  may  perform  the  act  by  resolution, 
duly  signed  and  executed.! 

The  action  of  the  city  council  in  passing  ordinances, 
resolutions,  and  by-laws,  is  in  a  legislative  capacity.^ 
And  the  legislature  may  properly  delegate  to  a  city, 
this  right  to  legislate  regarding  matters  of  local  con- 
cern, though  this  is  an  exception  to  the  general  rule  that 
tlie  power  to  make  laws*  cannot  be  delegated.  § 

The  power  to  pass  ordinances  is  usually  expressly 
granted  to  a  municipality;  but  it  is  held  to  exist  by  im- 
plication when  this  is  not  done.     (112  Ind.  15.) 

Sec.  1407.  SAME  SUBJECT— ORDINANCES 
—METHOD  OF  ENACTMENT.  —  Ordmances 
must  be  enacted  by  the  proper  body,  and  in  the  form  and 
manner  prescribed  by  statute;  published  as  required  by 

♦SO  N.  J.  Law  148;  114  Ind.  832;  40  Pa.  St.  124;  46  N.  J. 
Law  62 ;  49  Mo.  App.  612. 

198  Ind.  168 ;  70  la.  106 ;  148  U.  S.  591 ;  60  Wis.  204. 

JSower  V.  Phila.,  86  Pa.  St.  281 ;  Green  v.  Cape  May,  41 
N.  J.  Law  46 ;  22  Mo.  106 ;  4  M.  &  W.  621. 

§Statc  V.  Hayes,  61  N.  H.  814;  GloversviUe  v.  HoweU,  70 
N.  Y.  287;  89  Cenn.  188;  66  Ind.  896;  14  Ohio  686;  44  la. 
608. 
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law,  and  approved  by  the  mayor,  where  sudi  approval 
is  required  by  the  statute.* 

Municipal  ordinances  cannot  enlarge  or  vary  the 
powers  of  the  city  as  conferred  by  its  charter.t  But  it 
tas  been  held  that  the  legislature  may  by  express  grant 
give  the  city  power  to  pass  an  ordinance  which  will  con- 
flict wrth,  and  supersede  within  the  city's  jurisdiction, 
the  state  law  upon  the  same  •subject.J 

The  power  to  pass  ordinances  for  the  government  of 
the  city  does  not  authorize  the  council  to  repeal  a  general 
law.§  The  ordinance  need  not  recite  the  necessity  for 
its  passage,  or  the  authority  to  enact  it,  unless  the  char- 
ter expressly  requires  the  necessity  for  the  passing  of  the 
ordinance  to  be  stated  thereain.Tf 

Sec.  1408.  IMPLIED  LIMITATIONS  UPON 
THE  POWER  OF  A  CITY  TO  PASS  ORDI- 
NANCES.— The  express  limitations  upon  the  power 
of  the  city  council  to  pass  ordinances  are  to  be  found  in 


♦Tiedeman,  Munic.  Corp.,  Sec.  148;  88  N.  J.  Law  89;  60  N. 
Y.  16.  So,  where  the  charter  provided  that  an  ordinance  should 
be  introduced  at  a  meeting  previous  to  its  adoption,  and  the 
council  held  a  meeting,  introduced  an  ordinance ;  then  adjourned 
for  a  few  minutes,  reconvened,  and  passed  the  ordinance,  it  was 
held  void  as  not  complying  with  the  provision. 

tWeber  v.  Johnson,  87  Mo.  App.  601 ;  Com.  v.  Roy,  140 
Mass.  482;  Mays  v.  Cincinnati,  1  Ohio  St.  268;  Thompson  v. 
Carroll,  22  How.  422;  Thomas  v.  Richmond,  12  Wall.  849;  16 
Leigh  (Tenn.)  697. 

{State  V.  Binder,  88  Mo.  460. 

§16  B.  Monr.  (Ky.)  26. 

frCow.  688;  19  Mich.  89. 
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the  municipal  charter,  but  there  are  also  some  implied 
limitations  upon  the  council's  power  that  are  now  to  be 
considered. 

It  is  an  implied  limitation  that  every  ordinance  must 
be  reasonable,  and  must  be  in  accordance  with  the  law 
of  the  land.  There  are  certain  private,  personal  and 
individual  rights  that  cannot  be  violated  by  an  ordi- 
nance.! The  reasonableness  of  an  ordinance  is  to  be 
judged  by  referring  to  existing  conditions.^  Again, 
ordinances  must  not  be  oppressive,  or  special  in  their 
nature,  but  should  always  be  general  in  their  nature  and 
impartial  in  their  operation.  Special  privileges  cannot 
be  granted  by  ordinances.  § 

The  passing  of  ordinances  and  resolutions  by  a  coun- 
cil being  regarded  as  legislative  action,  the  individuals 
composing  the  council  are  not  personally  liable  for  what 
they  do  in  their  legislative  capacity,  and  this  is  so  even 
if  their  action  is  malicious.  The  motive  of  their  action 
cannot  be  inquired  into.  The  reason  being,  that  to  per- 
mit this  would  tend  to  embarrass  their  freedom  of  action. 


tl45  Mass.  384;  it  was  held  reasonable  to  prohibit  preaching 
on  Boston  Commons,  in  140  Mass.  485;  and  unreasonable  to 
prohibit  the  Salvation  Army  from  parading  the  streets  in  63 
Mich.  396. 

$49  N.  J.  Law.  391 ;  68  Mo.  641 ;  18  Pa.  St,  318. 

§Prohibiting  Negroes  from  going  upon  the  streets  after  a 
certain  hour,  was  held  void  by  the  Tennessee  Supreme  Court, 
in  8  Humph.  707;  and  a  provision  that  no  steam  boiler  should 
be  set  up  within  the  city  without  the  Mayor's  consent,  was  held 
unreasonable  in  49  Md.  217;  3  La.  Ann.  688;  S  Swan  (Tenn.) 
364. 
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t*I^eitlier  are  the  councilmen  liable  personally  for  what 
is  done  under  a  void  ordinance.*  For  improper  motives, 
and  for  injudicious  exercise  of  their  power  the  legisla- 
ture, even  when  in  the  hands  of  a  council,  is  answerable 
to  the  people  alone. 

A  city  may  by  ordinance  regulate,  but  cannot  prohibit 
trade.  The  regulation  of  trades  being  essential  to  the 
proper  government  of  the  city,  while  the  forbidding  of 
trade  would  be  unnecessary  as  well  as  imreasonable.  By 
the  common  law  certain  cities  had  a  prescriptive  right  to 
regulate  and  even  prohibit  certain  trades.  But  in  this 
country  a  city  cannot  regulate  a  trade  so  as  to  create  a 
monopoly.  The  municipality  may  not  give  any  person 
or  corporation  a  monopoly  of  a  particular  trade,  and  pro- 
hibit all  others  from  doing  such  busmess.f  The  author- 
ity to  prohibit,  Hcense  or  regulate  trade  must  be  express-* 
]y  conferred  by  the  legislature  upon  the  city,  and  does 
not  exist  by  implication. 

Sec  1409.  CONCERNING  THE  PUBLICA- 
TION  OF  ORDINANCES.— It  is  a  general  require- 
ment thai  all  ordinances,  before  they  become  operative^ 
shall  be  published  in  a  newspaper  of  general  circulation 
in  the  municipality.    The  regulations  in  this  regard  are 


*McCullocb  Y.  State,  11  Ind.  4S4;  Cooley,  ConaL  Lim.,  Sees. 
186-7;  124  Mass.  486;  27  Ind.  185.  But  municipal  officials 
win  not  be  permitted  to  exercise  their  legislative  powers  for  their 
own  sdf-aggrandizement.  Freeport  v.  Marks,  69  Pa.  St*  268 ; 
Bnen  T.  Ball,  20  la.  282. 

t2  Cush.  662;  88  Cal.  184;  29  Wis.  807. 
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not  imifonn,  but  the  requirement  is  stringently  enforced 
by  the  courts. 

The  requisites  of  publication  must  be  strictly  com- 
plied with.  The  purpose  being  to  give  notice  to  the 
public  of  the  regulation  or  law  that  is  about  to  go  into 
effect,  that  they  may  be  informed  as  to  what  regulations 
have  been  made.*  The  requirement  that  the  mayor  of 
the  city,  or  presiding  officer  of  the  ooimcil,  shall  sign  the 
ordinance  is  sometimes  said  to  be  directory.  Much  de- 
pends upon  the  purpose  for  which  the  signature  is  re-» 
quired,  if  for  verification  merely,  then  the  signing  is 
directory;  but  if  the  signature  is  for  the  purpose  of  show- 
ing the  oflScer's  judgment  or  approval,  then  it  is  man^ 
datory.t  A  revision  and  recompilation  of  ordinances, 
need  not  be  republished.J 

Sec.  1410.  HOW  ORDINANCES  ARE  PROV- 
ED. — In  judicial  proceedings  ordinances  are  proved  in 
three  ways:  (a)  By  the  introduction  of  the  official  recn 
ords  of  the  city  council,  (b)  By  producing  a  copy  of 
the  paper  in  which  the  ordinance  was  published,  showing 
the  various  issues  or  publications,  in  conformity  to  char- 
ter requirements,  (c)  By  authenticated  copy  of  the 
ordinances  and  by-laws  of  the  municipality  in  book  form, 
where  the  city*s  ordinances  have  been  thus  compiled. 
Frequently  such  authenticated  copy  of  the  ordinances 
is  made  prima  fcude  evidence  of  the  validity  of  the  ordi- 
nance, but  seldom,  if  ever,  made  conclusive  evidence. 


♦10  Conn.  486;  108  Ind.  208. 
fll  Ohio  St.  96;  68  Ind.  411. 
tM  Mo.  618. 
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The  party  claiming  the  validity  of  the  ordinance  has  the 
burden  of  proving  that  it  was  regularly  passed. 

Sec.  1411.  POWER  TO  ENFORCE  ORDI- 
NANCES  BY  FINES  OR  IMPRISONMENT.— 
The  sanction,  or  penalty  that  may  be  inflicted  to  en- 
force an  ordinance,  is  limited  by  express  charter  stipu- 
lations, but  inasmuch  as  a  law  without  sanction,  or  capa-» 
bility  of  inflicting  penalty,  would  be  no  law  at  all,  the 
city  has  implied  power  to  impose  a  reasonable  fine  for 
the  violation  of  an  ordinance.  Thp  power  is  usually 
conferred  in  express  terms.*  The  sanction  for  munici- 
pal ordinances  assumes  one  of  three  forms:  a  pecuniary 
fine,  imprisonment,  or  forfeiture  of  goods. 

The  fine  imposed  by  a  city  for  the  violation  of  its 
ordinances  must  be  a  reasonable  one,t  and  must  not 
exceed  the  limitation  fixed  by  the  constitution  or  statute; 
which  usually  fixes  a  maximum  'as  to  fines,  and  also  a 
maximum  as  to  imprisonment.t 

The  penalty  of  imprisonment  cannot  be  imposed  ex- 
cept by  express  legislative  enactment.  That  is,  the  city 
has  no  power  to  deprive  an  individual  of  his  personal 
Kberty  for  violating  an  ordinance,  unless  the  power  is 
expressly  conferred,  it  is  not  to  be  implied.    But  this 


•1  Daion,  Munic.  Corp.,  Sec.  238;  State  v.  Cleveland,  8  R. 
I.  117;  State  v.  Carpenter,  60  Conn.  97;  Conley  v.  Albany,  182 
N.  Y.  146;  Eyerman  v.  Blakesley,  78  Mo.  145. 

tl2  Johns.  122 ;  State  v.  Bright,  88  La  Ann.  1 ;  L.  R,  8  C.  P. 
416. 

JN.  Y.  Consol.  Act,  Sec.  86;  15  Mich.  64;  6  Ohio  898;  74 
Mo.  896 ;  16  S.  C.  47 ;  9  Wend.  671. 
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does  not  extoid  to  forbid  a  city  to  commit  an  offender 
to  prison  mitil  a  sentence  of  fine  and  costs  have  been 
paid.  At  common  law,  no  mmiicipal  corporation  had 
implied  power  to  impose  a  penalty  of  forfeiture  of  prop- 
erty for  a  violation  of  its  regulations;  and  the  rule  now 
is  in  England  and  the  United  States,  that  for  the  city  to 
possess  such  a  power  it  must  appear  by  express  terms 
or  by  clear  implication  in  the  charter  conferred  by  the 
legislature*!  Thus  a  city  has  been  denied  the  right  to 
provide  for  the  forfeiture  of  animals  running  at  large; 
while  it  may  provide  for  the  fine  luid  pimishment  of  the 
owner  of  such  animals.^  And  the  city  has  no  power 
to  subdivide  a  single  offense  into  several,  and  punish 
each,  as  this  would  be  unreasonable.  § 

Sec.  1412.  WHO  ARE  REQUIRED  TO  TAKE 
NOTICE  OF  THE  EXISTENCE  OF  MUNICI- 
PAL ORDINANCES.— The  principle  that  "ignor-. 
anoe  of  the  law  excuses  no  one,"  does  not  apply  to  all 
kinds  of  law,  or  at  least  to  those  local  laws  known  as 
ordinances.  As  to  these,  the  rule  is,  that  all  persons 
within  the  corporate  limits  are  presumed  to  know  the 
ordinances  which  have  been  established,  and  this  pre- 


f  Kirk  v.  Nowill,  1  Term  118 ;  Cincinnati  v-  Buckingham,  10 
Ohio  «67;  88  Mo.  106;  66  la.  878. 

JIO  Ohio  88. 

§Mayor  v.  Ordrenau,  18  Johns.  188 ;  Chicago  v.  Quimby,  88 
HI.  874;  16  Mich.  64.  In  the  last  case  an  ordinance  imposing 
a  fine  of  ten  dollars  a  day  for  each  day  an  obstruction  was  al- 
lowed to  remain  after  notice,  was  held  void,  as  not  coming 
within  the  power  to  enforce  such  ordinances  by  a  p^ialty  of  one 
hundred  dollars. 
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sumption  is  a  conclusive  one.*  But  local  ordinances  have 
no  extra-territorial  force,  and  ordinance:,  cannot  be 
passed  by  the  city  which  will  have  any  force  outside  of 
the  city  limits,  or  bind  anyone  beyond  the  city  limits. 
Thus  if  the  animals  of  a  non-resident  stray  into  the  city 
limits,  in  violation  of  the  city  ordinances,  the  owner,  be- 
ing a  non-resident  and  not  bound  by  the  ordinances  of 
the  city,  cannot  be  fined  for  such  offense,  but  the  animals 
may  be  impounded.! 

Sec.  1418.  LICENSE  POWER  OF  MUNICI- 
PALITIES.— The  primary  object  of  a  license  is  to 
defray  the  expenses  of  regulating  it  imder  the  police 
power  of  the  city.  Where  the  license  fee  exceeds  these 
ordinary  expenses  of  policing  the  business  and  the 
charges  of  making  out  the  licenses,  it  comes  pretty  close 
to  a  tax,  but  unless  the  amount  so  charged  is  imreason- 
able  it  will  not  be  questioned. 

The  legislature  may  confer  upon  the  city  the  power 
to  license  trades,  occupations  and  professions,  either 
under  the  power  to  tax,  or  under  the  head  of  police 
regulation.  If  it  is  a  tax  upon  the  trade  or  business, 
its  legality  or  illegality  will  depend  upon  whether  it  is 
levied  with  respect  to  the  constitutional  restrictions  upon 
the  power  of  taxation.  While  if  it  is  levied  as  a  police 
regulation,  it  must  in  general  be  limited  in  amount  to 
what  would  cover  the  expense  of  issuing  the  license  cer- 
tificate and  maintaining  the  police  supervision.     The 


♦8  AHen  407. 

t40  111.  801 ;  1  Paricer's  Crim.  Rep.  481. 
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question  as  to  reMonableness  of  the  license  fee  is  one 
for  the  courts,  but  a  wide  latitude  is  given  legislative 
discretion  in  such  matters.*  The  license  may  be  imposed 
because  the  diaracter  of  the  trade  or  calling  requires 
some  degree  of  skill  or  professional  quaMoation,  and  the 
public  is  interested  in  seeing  that  this  is  possessed  by  the 
party  exercising  the  trade,  or  it  may  be  because  the  sub- 
ject furnishes  abundant  opportunity  for  frauds  unless 
supervised  by  the  police.  On  these  gromids,  cities  have 
been  allowed  to  license,  and  subject  to  police  supervision, 
plumbers,  pharmacists,  boarding  house  keepers,  cart- 
men,  truckmen,  cabmen,  car  drivers,  junk  dealers,  keep- 
ers of  intelligence  offices,  dealers  in  second-hand  articles, 
peddlers,  auctions,  livery  stables,  public  amusements, 
trafficking  in  liquors,  and  the  professions  of  medicine 
and  law.t 

There  is  nothing  in  \he  constitutional  provision  that 
is  violated  by  such  legislation,  unless  there  is  some  special 
provision  on  the  subject.  And  it  is  held  that  where 
tiie  character  of  the  profession  is  such  that  its  proper 
regulation  requires  the  number  ^igaged  in  it  to  be  re- 
stricted, the  license  may  be  made  so  high  as  to  serve  tiiis 


^Boston  V.  Schaffer,  9  Pick.  416;  Ash  v.  People,  11  Mich. 
847;  Johnson  v.  Phila.,  60  Pa.  St.  446;  81  la.  10«. 

fTiedeman,  Munic.  Corp.,  Sec.  128;  People  v.  Rontney,  21 
N.  Y.  178 ;  66  la.  259 ;  67  Cal.  92 ;  State  v.  Hibbard,  8  Ohio  88 ; 
16  Ohio  626;  6  la.  646;  86  Mich.  694;  67  N.  Y.  691;  100 
HI.  57;  18  Kan.  271 ;  22  Mimi.  812;  10  la.  441 ;  92  HI.  669; 
78  Mo.  902. 
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purpose;  thus  in  the  sale  of  intoxicating  liquors,  this 
may  be  doae.* 

There  is  such  a  distinction  between  a  license  and  a 
tax,  that  the  right  of  the  city  to  license  does  not  in- 
volve the  power  to  tax.  A  license  is  a  permit  to  engage 
in  a  trade  or  profession,  obtained  from  a  city,  upon  pay- 
ment of  a  reasonable  sum,  wfaidi  sum  is  limited  in  amount 
to  the  expenses  connected  with  its  issuing  and  the  neces- 
sary police  supervision  of  the  trade  or  calling.  This 
sum  so  charged  must  be  reasonable,  and  not  such  as  to 
constitute  a  tax,  which  is  a  levy  to  defray  the  general 
expenses  of  government. 

A  tax  must  be  general  as  it  is  imposed  for  revenue 
purposes,  but  a  lioense  may  be  imposed  upon  special 
avocations,  and  it  is  not  necessary  that  it  should  be  gen- 
eral, if  it  applies  alike  to  all  exercising  the  same  trade 
or  calling.t  The  power  to  license,  as  a  general  rule,  is 
not  implied  but  must  be  expressly  conferred  by  the  legis- 
lature4 


•People  V.  Cregier,  88  N.  E.  Rep.  812;  92  111.  669;  19  Or. 
108;  16  Kans.  627.  But  where  there  is  a  state  law  regulating 
the  liquor  traffic,  the  municipalities  have  not  authority  under 
their  general  powers  to  license  the  sale  of  liquors,  or  prohibit 
the  traffic  altogether.     SO  Ala.  461. 

fLeavenworth  v.  Booth,  16  Kan*.  627;  82  Mich.  406;  16 
Ohio  626;  101  111.  476;  88  La.  Ann.  828;  80  N.  C.  164;  14  B. 
Monr.  648. 

JMays  V.  Cincinnati,  1  Ohio  St.  268;  19  Mich.  862;  29  Wis. 
807;  6  Cow.  462;  81  Kans.  181 ;  84  Ark.  608.  Contra,  Kins- 
ley V.  Chicago,  124  HI.  869;  Smith  v.  Madison,  7  Ind.  86;  St. 
Louis  V.  Woodruff,  4  Mo.  App.  169* 
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The  power  to  regulnte  luid  license  trades  and  oc- 
cupations, is  derived  from  the  charter,  and  results  from 
the  specifil  character  of  the  trade  or  profession,  requir* 
ing  that  it  should  be  supervised  in  the  interests  of  the 
public.  These  special  trades,  professions  or  avocations 
may  be  divided  into  such  as  are  useful  and  necessary ^ 
and  such  as  are  amusing  and  interesting,  but  not  neces- 
sary, and  a  distinction  is  made  as  to  the  purpose  of  the 
license  fee  in  eadi  case. 

1.  Special  Avocations,  Useful  and  Necessary.  These 
may  be  licensed  but  not  taxed.  That  is,  the  amount  of 
the  license  fee  must  be  strictly  limited  to  the  amount 
necessary  to  provide  for  the  necessary  policing  and  the 
issuing  of  the  certificate,  and  must  not  be  so  large  as  to 
provide  incidental  pevenue.f  Other  authorities  hold  that 
a  license  upon  useful  occupations  may  include  incidental 
revenue,  but  this  is  contrary  to  the  rule  that  taxation 
must  be  geneml  and  not  special. 

2.  Special  Avocations,  Amusing  and  Interesting. 
It  is  held  that  these  occupations,  such  as  racing,  liquor 
selling,  theaters  and  other  public  amusements  may  be 
licensed  for  incidental  revenue.  The  extent  to  which 
this  may  be  carried  is  not  well  settled,  it  being  a  ques- 
tion for  the  courts,  luid  one  whidi  is  not  uniformly 
answered.* 


fSt.  Louis  V,  Woodruff,  4  Mo.  App.  169;  68  Pa.  St.  119; 
7S  CaL  S65;  96  Pa.  St.  S4;  16  Ohio  626.  In  the  last  case  it 
was  held  that  while  the  city  might  license  a  drayman,  the  power 
to  license  did  not  include  the  power  to  tax,  or  raise  revenue  from 
such  licenses. 

♦11  Mich.  847;  88  N.  J.  Law  «08. 
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A  license  cannot  be  placed  so  high  as  to  amount  to 
a  prohibition  of  the  trade  or  caUing.f  The  power  to 
license  and  regulate  the  sale  of  intoxicating  liquors  is 
usually  governed  by  state  statute.  Although  formerly 
the  power  was  conferred  upon  cities  to  regulate  it 
locally.  And  it  has  been  held  that  the  power  to  license 
inns,  hotels,  restaurants  and  saloons,  might  be  exer- 
cised by  a  city,  though  the  state  law  forbid  licensing 
the  sale  of  intoxicating  liquors,  on  the  ground  that 
saloons  did  not  necessarily  sell  liquors-t  But  general 
laws  on  the  subject  of  the  sale  of  liquors,  prevent  a 
city  from  licensing  or  forbidding  the  sale  of  liquors 
under  its  charter  powers.  In  the  absence  of  such  a  gen- 
eral kw,  cities  may  licen^se  the  sale  of  liquors  under  their 
general  welfare  powers.  § 

Sec.  1414.  ORDINANCES  AGAINST  PUBLIC 
OFFENSES.— It  frequently  happens  that  a  charter  is 
conferred  upon  the  city  giving  the  council  power  to 
pass  ordiniuices  upon  subjects  which  the  state  also  has 
legislated  in  regard  to,  either  before  or  after  the  passing 
of  the  city  ordinances.  And  it  may  happen  that  the 
municipal  ordinance  is  in  accord  with  the  state  law  upon 
the  subject  or  in  conflict  with  it. 

When  city  ordinances  come  in  conflict  with  the  gen- 
erail  law  of  the  state  they  are  void,  and  this  is  so,  though 


flO  Ohio  St.  «68. 
t68  Mich.  867;  19  6a.  686. 

§1  Cush.  498;  10  Met.  88S;  3  McMiUen  (S.  C.)  S88;  86  lU. 
801. 


Digitized  by 


Google 


«16  PUBLIC  CORPORATIONS. 

they  are  justified  by  the  city  charter,*  But  an  act  may 
be  at  the  same  time  a  violation  of  a  state  law  and  of  a 
city  ordinance.  The  question  then  arises,  does  \he  act 
constitute  one,  or  two  offenses?  This  matter  is  decided 
both  ways,  some  courts  holding  that  the  offense  is  double 
and  that  the  offender  may  be  punished  both  under  the 
state  law  and  the  city  ordinance.!  Others  holding  that 
the  offender  can  be  punLdied  but  once,  and  in  the  court 
whioh  first  acquires  jurisdiction;  such  punishment  con- 
stitutiixg  a  bar  to  any  otiier  action  for  tiie  same  offense.^ 

Sec.  1415.  THE  GENEBAL  WELFARE 
CLAUSE— RULES  OF  INTERPRETATION.— 
By  tiie  gBomral  welfare  dause  in  a  eity's  diarter  is  meant 
Utte  power  oonveyal  in  general  terms  to  provide  for  the 
welfare  of  the  lo^l  eommunity.  The  general  interpre- 
tation of  this  <^use  depaids  upon  the  terms  and  dbar- 
acter  of  the  city  diarter.  And  the  decisions  in  regard 
to  its  construetion  must  be  considered  with  this  fact  in 
mkid. 

If  tlie  general  welfare  clause  is  the  only  power  given 
to  the  city  to  pass  by-laws>  then  it  is  to  be  liberally 


•66Ia,498;81  Ark.  872- 

fCooley,  Const.  Lim.  199. 

t21  Ga.  80;  9  Mo.  69S.  Judge  Dillon,  in  his  work  on  mu- 
nicipal corporations,  adrocates  that  an  offense  ought  not  to  be 
considered  as  a  double  offense,  at  least  not  as  a  double  public 
offense.  That  it  might  be  punished  both  by  the  state  and  the 
municipality,  on  the  ground  that  it  constituted  an  offense 
against  the  state  and  also  against  the  local  government  of  the 
city,  in  the  same  sense  as  counterfeiting  may  be  an  offense,  and 
punished  by  both  the  state  and  the  United  ^^tes  law«. 
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construed.  While  if  the  charter,  in  its  proyL»ions,  names 
specifically  almost  everything  the  city  may  do,  and  the 
general  welfare  clause  is  but  one  of  many  specific  pow- 
ers it  will  be  restricted  in  its  interpretation,  and  the 
powers  that  may  be  exercised  under  it  will  be  very  lim- 
ited.^ 

In  aome  jurisdictions  the  city  has  been  allowed  to 
require  licenses  under  the  welfare  clause;  also  to  pass 
ordinances  preventing  the  keeping  of  bawdy  houses,  and 
the  destruction  of  ornamental  trees.f  Also  to  establish 
limits,  and  keep  estrays  off  the  streets,  and  to  regulate 
the  opening  and  closmg  of  saloons.j: 

Sec.  1416.  PROCEDURE  TO  ENFORCE  OR- 
DINANCES.— There  are  two  methods  of  enforcing 
ordinances:  1.  By  action  of  debt  or  assimipsit  to  re- 
cover the  fine.§  In  such  a  case  the  action  is  a  civil  one, 
and  the  procedure  the  same  as  in  any  other  civil  action. 
This  method  of  enforcing  an  ordinance  is  now  seldom 

•91  Me.  892;  SI  Ala.  76;  11  la.  899. 

tl24  lU.  359;  11  S.  C.  288;  87  Me.  8S9. 

til  Mich.  426;  88  N.  H.  426. 

§This  was  the  common  law  method,  and  was  employed  in  th« 
recovery  of  penalties  on  the  theory  that  there  had  been  a  breach 
of  the  duty  which,  by  a  fiction  of  law,  the  defendant  had  prom- 
ised the  plaintiff  to  perform.  The  action  of  debt  could  be  em- 
ployed because  the  penalty  was  a  sum  certain,  and  in  the  nature 
of  liquidated  damages.  Where  the  mode  of  procedure  to  en- 
force ordinances  is  prescribed  by  charter,  that  mode  must  be 
pursued.  Tiedeman,  Munic.  Corp.,  Sec.  166;  182  N.  Y.  146; 
82  N.  J.  Law  262;  6  Ohio  Cir.  Ci.  678.  See  2  M.  &  S. 
60;  27  HI.  414;  84  la.  424;  40  Mo.  App.  148;  84  Ind.  168; 
84  la.  624;  44  N.  J.  Law  217. 
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resorted  to,  srince  the  violators  of  ordinances  are  fre- 
quently without  property,  and  a  judgment  against  them 
would  be  unooUectible.  2.  The  second  method  is  by  com- 
plaint and  warrant  for  the  arrest  of  the  offender,  fol- 
lowed by  imprisonment  if  the  fine  and  costs  are  not  paid. 
Some  courts  hold  this  proceeding  to  be  a  criminal  pro- 
ceeding, as  regards  the  method  of  trial,  rules  of  evidence, 
and  matters  of  cost.*  Other  courts  hold  the  proceeding 
to  be  only  quasi  criminal  in  character,  and  that  consti- 
tutional guarantees  providing  for  a  jury  trial  in  criminal 
cases  do  not  apply.f 

Where  the  charter  provides  the  metho^  of  enforce- 
ment of  ordinances,  this  method  must  be  pursued,  and 
the  council  cannot  add  on  extra  punishment;  but  un- 
less expressly  forbidden,  municipalities  have  inherent 
power  to  provide  for  an  action  of  debt  to  recover  a  pen- 
alty in  their  own  courts.? 


♦81  N.  H.  106;  16  Pick.  604;  42  Ala.  680;  17  Wis.  86. 
Qualifications  of  the  constitutional  provision  in  regard  to  jury 
trial  in  criminal  cases  is  usually  made  of  suits  to  recover  small 
sums  as  fines,  and  of  prosecutions  for  petty  offenses.  Stimson, 
Am.  Statutes,  Sec.  7S,  182. 

fWilliams  v.  Augusta,  4  Ga.  609;  Byers  v.  Com.,  42  Pa.  St. 
89;  Goshen  v.  Croxton,  84  Ind.  289;  Keeler  v.  Milledge,  24  N. 
J.  Law  142. 

Jl  Harris  (N.  J.)  287;  86  HI  177;  182  N.  Y.  146;  84  S. 
C.  641 ;  8  Burr.  1868;  8  Pa.  868. 
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CHAPTER  VI. 

MUNICIPAL  COUET8  AND  MUNICIPAL  PBOPEBTY. 

Sec  1417.  MUNICIPAL  COURTS.— At  com- 
mon law  mmiicipal  courts  existed  in  certain  cities  hy 
prescription.  Thus,  in  some  of  the  cities  there  was  a 
Mayor^s  court,  with  various  functions,  which  did  not 
depend  for  its  existence  upon  any  act  of  the  legisla- 
ture. Municipal  courts  of  this  character  do  not  exist 
in  this  country,  the  statutes  usually  provide  for  such 
courts  where  they  exist.  In  England  the  creation  of 
mimicipalities  gave  rise  to  the  presiunption  that  the  city 
bad  the  power  to  create  a  municipal  court;  while  in  this 
country  no  such  presumption  arises,  the  powers  of  the 
city  being  limited  to  those  contained  in  its  charter.* 
The  right  to  hold  such  a  court  at  common  law  was 
regarded  as  imperative;  and  a  non-user  of  the  right, 
though  lasting  two  hundred  years,  was  held  no  defence 
to  a  mandamus  to  compel  a  municipality  to  do  its  duty 
in  regard  to  holding  a  court.t 

Resulting  from  the  maxim,  that  no  one  can  be  a  judge 
in  his  own  cause,  at  common  law,  a  borough  could  not 
bring  an  action  against  a  stranger  in  its  own  court,  by 


"^Rex.  v.  Mayor,  5  B.  &  Aid.  692. 
fRex  v.  Mayor,  4  Dowl,  P.  C.  662 ;  1  B.  &  A.  148. 
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which  it  sought  to  obtain  a  benefit  for  itself;  nor  could 
the  corporators  act  as  jurors  in  such  cases. § 

In  the  United  States,  municipal  courts  are  created 
only  by  statute,  or  by  authority  of  statute.  The  student 
j^ould  not  confound  municipal  courts  with  the  county 
and  township  courts  established  by  statute  or  the  con- 
stitution with  g^ieral  jurisdicbion,  within  and  without 
the  city;  with  those  specially  created,  or  authorized  by 
statute,  to  have  jurisdiction  within  the  city,* 

The  common  forum  usually  provided  for  the  city  is 
the  police  court,  or  recorder's  court,  established  for  the 
purpose  of  trying  oflFenders  against  the  criminal  laws 
of  the  city.f 

It  is  held  competent  for  the  legislature  to  establii^ 
these  inferior  courts  within  municipalities,  unless  to  do 
so  would  violate  the  state  constitution,  as  to  what  courts 
shall  be  vested  with  judicial  authority 4    But  it  has  been 


§London  v.  Wood,  12  Mod.  674;  8  Burr.  1866;  «  Ld.  Raym. 
778.  But  this  is  changed  by  the  municipal  corporation  Act  of 
18S5. 

•Boyd  V.  Chambers,  78  Ky.  140;  State  v.  Young,  8  Kans. 
445. 

fThe  matters  usually  brought  within  the  jurisdiction  of  such 
minor  courts,  relate  to  the  enforcement  of  municipal  ordinances, 
the  recovery  of  the  penalties  for  the  breach  thereof,  minor  mis- 
demeanors, and  trifling  infractions  of  the  peace  and  good  order 
of  the  community,  and  suits  between  individuals  when  the 
amount  involved  is  within  a  certain  specified  limit.  Rohl&nd  v. 
St.  Louis,  89  Mo.  180;  84  Cal.  680;  7  Ohio  St.  88J;  106  N.  C. 
88;66N.  Y.  6S6. 

tState  V.  Maynard,  14  HI.  4S0;  9  La.  Ann.  850;  66  N.  Y. 
666. 
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held  that  the  establishment  of  municipal  courts  for  the 
trial  of  offenders  against  mimicipal  ordinances,  is  not 
in  violation  of  a  constitutional  provision  that  the  ju- 
dicial power  of  the  state  shall  be  vested  exclusively  in 
a  Supreme  Court,  District,  Probate  and  Justice  Courts.* 

In  the  exercise  of  jurisdiction,  the  municipal  courts 
must  be  confined  to  the  limits  of  the  municipality.  It 
cannot  try  offenses  outside  of  the  city  limits,  though 
it  might  be  authorized  to  serve  its  process  anywhere  in 
the  coimty,     (88  Midh.  469.) 

Municipal  courts  have  only  such  powers  as  are  ex- 
pressly given.  Their  jurisdiction  is  limited  and  not  gen- 
eral, and  the  exercise  of  their  powers  must  not  be  in 
conflict  with  constitutional  rights.  The  corporators,  or 
inhabitants  of  the  city  are  qualified  to  sit  as  judges  or 
jurors  in  these  courts  unless  the  city  be  a  party  to  the 
action.! 

The  procedure  in  sudi  courts  may  be  summary,  and 
without  trial  by  jury,  when  the  offense  is  the  violation 
of  city  ordinances  punishable  by  fine  only.J  And  in 
some  states  tiie  police  courts  of  the  city  are  given  power 
to  impanel  a  jury  and  try  crimes  of  a  higher  grade, 
this  is  the  case  in  Ohio.  Where  the  offense  is  puniiA- 
able  under  general  law  as  a  crime,  the  municipal  courts 
cannot  pxmish  the  offense  without  trial  by  jury.§ 


estate  y.  Young,  S  Kan.  448;  Shafer  v.  Mumma,  17  Md. 
881. 

tl  Rich.  (S.  C.)  Law  864. 

i*  Ga.  609;  88  N.  J.  Law  818. 

§1  Jones  (N.  C.)  66;  2  Doug.  (Mich.)  884. 
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It  has  been  held  that  a  summary  conviction  may  be 
bad,  where  the  right  to  trial  by  jury  may  be  secured 
on  appeaL*  But  this  is  evidently  bad  law,  as  the  ac- 
cused is  given  the  right  to  trial  by  jury  in  the  first 
instanoe.t 

The  decisions  of  municipal  courts  cannot  be  made 
final  and  conclusive  by  statute.  Where  no  appeal  is 
provided  for,  a  review  may  be  had  by  writ  of  certiorari 
from  the  Supreme  Court.t 

Sec.  1418.  MUNICIPAL  PROPERTY.— Under 
the  early  Roman  law  cities  could  not  become  interested 
in,  or  take  property  by  donation  or  legacy.  But  this 
rule  was  changed  later  xmder  the  Emperors,  and  Roman 
cities  permitted  to  own  property.  By  the  English  stat- 
ute of  mortmain,  the  right  of  municipalities  to  take  real 
property  was  affected.  But  no  such  rule  ever  prevailed 
in  this  country,  and  under  certain  restrictions,  munici- 
palities may  acquire  rights  in  property.  But  they  have 
not  the  unrestricted  right  to  acquire  property  given  to 
cities  under  the  English  common  law,  where  a  city  had 
implied  power  to  take  by  grant  or  donation  any  prop- 
erty not  inconsistent  with  the  object  of  the  city's  exist- 
ence. §  In  the  United  States,  cities  may  take  only  such 
property  as  is  necessarily  reasonable  to  the  enjoyment 
of  powers  conferred.lT 

♦7Md.  601 ;  8  Gray  889. 
tl27  U.  S.  640. 
|S  Hill  42;  44  Mo.  426. 
§8  Mass.  829. 

^[Thus  it  has  been  held  that  the  power  to  establiih  public 
markets  implied  the  power  to  buy  a  site  upon  which  to  place  the 
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Mudb  will  depend  upon  the  structure  of  the  charter, 
and  the  nature  of  the  corporation,  as  to  what  property 
a  city  may  own.  Thus  the  charter  may:  forbid  the  pur- 
diase  of  land;  may  be  silent  in  regard  to  its  purchase; 
may  limit  the  amount  to  be  purchased;  or  confer  the 
general  power  to  purchase,  and  the  question  whether 
the  power  to  purchase  is  violated  will  depend  upon  the 
ccmstruction  of  the  charter  under  these  four  conditions. 
(41  Ind.  212.) 

Under  a  general  power  to  purchase  real  estate,  prop- 
erty cannot  be  purchased  for  speculation  or  profit,  since 
tiiat  is  not  one  of  the  functions  of  municipal  govem-> 
ment.*  As  a  general  rule  the  city  cannot  hold  property 
beyond  its  own  limits  without  express  authority.!  In 
its  private  capacity,  a  city  may  own  lands  for  a  park 
outside  the  city  limits.l  As  trustee,  a  city  may  hold 
land  for  municipal  purposes  in  a  foreign  state;  and  it 
may  also  hold  property  as  trustee  for  charitable  uses.§ 
But  cities  may  not  hold  property  in  trust  for  purposes 
foreign  to  the  objects  of  municipal  government.!! 

market;  but  the  power  to  regulate  markets  did  not  authorize 
the  buying  of  a  place  on  which  to  locate  them.  See  14  N.  Y. 
866;  46  Cal.  11. 

♦1  Doug.  (Mich.)  401. 

fS  Johns.  Ch.  420;  9  N.  Y.  64;  but  for  the  purposes  of 
maintaining  a  pest  house  or  for  cemetery  purposes  a  city  may 
own  lands  beyond  the  city.     99  Mo.  64S. 

}44  Mich.  602. 

§16  How.  (U.  S.)  671;  2  How.  127;  24  How.  646;  29  Mo. 
64S. 

1[8  Johns.  422;  2  Kent  Com.  280;  16  N.  H.  817;  29  Mo. 
648. 
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In  New  England  it  is  held  that  a  town  may  become 
trustee  of  fmids  for  the  support  of  religion;  but  it 
cannot  become  interested  in  foreign  missionary  work,* 

The  power  of  the  city  to  become  trustee  of  property 
for  a  given  purpose,  can  only  be  questioned  by  the 
state.  So  that,  though  it  appears  that  the  city  has  no 
implied  power  to  take  property  except  for  municipal 
purposes,  and  it  does  so,  yet  its  right  can  only  be  ques- 
tioned by  the  state,  unless  the  attempted  holding  of 
property  is  in  express  violation  of  charter  provisions, 
in  which  case  the  action  of  the  city  is  tdtra  vires,  and 
binds  no  one.f 

Municipalities  have  implied  power  to  alienate  the 
property  which  they  hold  in  a  private  capacity.!  While 
it  has  no  implied  power  to  alienate  property  devoted  to 
public  purposes.  To  alienate  property  once  used  for 
public  purposes  it  must  first  obtain  legislative  permis- 
sion. § 

Sec.  1419.  SAME  SUBJECT— MUNICIPAL 
PROPERTY  CANNOT  BE  SOLD  ON  EXECU- 
TION TO  SATISFY  A  CLAIM  AGAINST  THE 
CITY. — ^As  a  rule  city  property  cannot  be  sold  on  exe- 
cution to  satisfy  a  claim  against  the  city.  There  are 
several  views  on  this  subject: 

♦88N.  H.  469;64N.  H.  18. 

t29Mo.  648;  12  Wall.  86. 

J6  Ohio  St.  118;  108  U.  S.  472. 

§2  Dillon,  Munic.  Corp.,  Sec.  617.  Thus  a  city  cannot  dis- 
pose of  a  public  square,  commons  or  a  public  street,  and  pass 
title  to  it.  The  city  holds  as  trustee  for  the  public  and  cannot 
divest  the  public  of  its  rights  in  it. 
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!•  City  property  used  for  public  purposes  cannot 
be  taken  on  execution;  this  would  protect  such  property 
as  the  city  buildings,  fire  apparatus,  waterworks,  and 
the  like  * 

2.  Some  states  hold  tiiat  property  held  by  the  city 
in  its  private  capacity,  and  only  quasi  public  in  Charac- 
ter, may  be  taken  oa  execution,t 

8.  In  most  of  the  western  states  the  only  remedy  to 
enforce  a  daim  agamst  the  city  is  by  mandamus,  to 
compel  the  city  officials  to  spread  the  claim  or  judgment 
on  the  tax  roll.  And  the  same  method  must  be  pursued 
to  obtain  satisfaction  of  a  claim  against  a  county,  town- 
ship or  other  admijiistratiYe  corporation.^ 

4.  In  some  of  the  New  Erngland  states  the  property 
of  a  private  individual  might  be  taken  on  execution  to 
satiefy  a  judgment  against  the  city.  This  line  of  au- 
thorities arose  from  the  peculiar  character  of  the  New 
England  town,  wiwre  the  govemmwit  being  purely 
democratic,  the  acts  or  obligation  of  the  city  were  re- 
garded to  be  the  obligations  of  eadi  individual  in  the 
same  maimer  as  a  partner  becomes  liable  for  partner- 
ship debts.  § 

Sec.  1420.  HOW  MUNICIPALITIES  MAY 
ACQUIRE  PROPERTY— THE  PRINCIPLES 
OF  DEDICATION  AS  AFFECTING  MUNICI- 
PALITIES CONSIDERED.— As  a  general  rule,  it 


•69  Mo.  806;  48  N.  J.  Law,  168;  86  Pa.  St.  1«6- 
tl6  Cal.  680;  17  la.  276;  16  W.  Va.  181. 
{98  U.  S.  881 ;  6S  Ga.  824. 
§18  Conn.  868;  102  U.  S.  472. 
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is  said,  municipalities,  or  the  public,  cannot  acquire  prop« 
erty  by  grant,  but  only  by  dedication.  And  therefore  it 
was  said  that  the  public  would  not  acquire  rights  by 
prescription,  because  this  presupposed  a  grant.  But  a 
grant,  once  made,  is  tibe  very  best  evidence  of  an  inten- 
tion to  dedicate. 

Dedication  is  the  act  of  devoting  or  giving  real  estate 
to  public  use,  in  such  a  manner  as  to  conclude  the  owner. 
At  common  law,  dedication  required  some  act  indicating 
an  intention  to  devote  the  property  to  public  use  on  the 
part  of  the  donor,  and  lui  acceptance  on  the  part  of  the 
public* 

In  an  early  case  in  this  country  involving  the  dedica- 
tion of  Boston  Commons,  it  was  held: 

1.  That  the  legal  title  need  not  pass  from  the  owner. 
That  is  to  say,  the  owner  may  retain  the  fee,  but  the 
public  are  invested  with  the  property  for  public  use  so 
far  as  requisite,  and  as  against  such  use  the  owner  is 
concluded. 

2.  That  it  is  not  necessary  to  constitute  a  dedica- 
tion of  such  property  that  Hiere  should  be  a  definite 
grantee. 

8.  That  a  valid  dedication  might  be  made  by  parol. 
And  lihis,  thou^^  the  Statute  of  Frauds  requires  all 
grants  of  land  to  be  in  writing,  as  the  Statute  of  Frauds 
is  held  not  to  apply  to  lands  acquired  by  dedication. 


*6  Hill  407;  6  Pet.  431.  The  last  case  is  a  leading  case  on 
this  subject,  as  well  as  one  of  the  first  cases  in  this  country. 
It  involved  the  dtdicatum  of  Bostcm  Commons. 
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4.  That  no  specific  time  need  elapse  to  make  the 
dedication  complete.  That  is  to  say,  that  the  law  with 
refer^ice  to  prescription  ahd  adverse  possession  does 
not  apply  to  the  dedication  of  lands. 

6.  But  there  must  be  a  definite  and  certain  parcel 
dedicated;  and  an  acceptance  before  withdrawal.  Up 
to  ihe  time  of  such  acceptance  the  offer  of  dedication 
may  be  revoked.* 

Sec.  1421.  SAME  SUBJECT— THE  FACT  OF 
DEDICATION  MAY  BE  ESTABLISHED  IN 
THREE  WAYS.— Evidence  of  proof  of  dedication 
may  be  secured  in  three  ways: 

1.  By  a  recorded  plat,  making  reference  thereon, 
to  streets  and  squares.  This  is  the  most  common  way, 
and  will  amount  to  a  dedication  of  these  squares  and 
streets  to  the  public,  but  does  not  necessarily  imply  that 
the  dedication  is  complete  until  the  public  has  accepted 
it     (88  Fed.  Rep.  780.) 

2.  By  parol  declarations  of  tiie  owner,  including  an 
intent  to  dedicate.  Though  this  is  seemingly  in  viola- 
tion of  tibe  Statute  of  Frauds,  it  is  held  that  the  Statute 
of  Frauds  does  not  apply  to  dedication.     (2  Vt.  480.) 

8.    By  adverse  user  for  the  statutory  period. 

In  such  case  the  fee  to  the  streets  and  squares  re- 
mains in  the  original  owner,  as  a  general  rule,  and  is 
only  subject  to  the  easement  enjoyed  by  the  public  for 
the  public  use. 


no7  m.  «ia 
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A  city  is  not  chargeable  with  obligations  in  reference 
to  land  dedicated  to  it  until  acceptance  is  made.  Thus 
a  street  may  be  opened  and  the  only  evidence  that  it  is 
a  street  is  that  it  is  used  to  s<Mne  extent,  and  the  owner 
has  filed  a  plat  declaring  the  streets  therein  to  be  dedi- 
cated to  the  public.  The  city  is  not  under  obligations 
to  keep  such  street  in  repair  until  it  can  be  shown  that 
it  has  accepted  it.  So  that  if  any  one  were  injured  in 
such  a  street,  to  make  the  city  liable  he  would  have  to 
show  that  they  had  accepted  the  dedication  and  had  thus 
become  obligated  to  keep  it  in  repair. 

This  acceptance  by  the  city  may  be  made  in  two  ways: 

1.  By  public  records;  that  is,  by  accepting  the  dedi- 
cation publicly,  and  then  making  a  record  of  it. 

2.  By  expending  money  on,  or  improving  the  land 
dedicated,  by  public  authority.  The  doing  of  such  acts 
shows  the  dedication  to  have  been  accepted,  and  it  is 
then  complete.^ 

The  dedication  must  be  made  by  the  owner  of  the 
estate  in  the  land.  One  cannot  dedicate  the  land  of  an- 
other to  the  public,  any  more  than  he  could  convey 
land  by  grant.  A  dedication  may  be  made  by  an  in- 
dividual or  a  corporation,  as  a  municipality,  in  regard 
to  lands  owned  in  its  private  capacity.*  Or  the  dedi- 
cation may  be  made  by  tiie  state,  or  the  United 
States.! 

j:42Me.  9;44Mieh.  467. 

♦17  How.  4S6. 

t74  Ind.  29,  98  Fed.  Rep.  789. 
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A  widow  of  the  donor  cannot  have  dower  in  lands 
dedicated  to  the  public  use,  as  where  a  plat  is  made 
and  the  streets  dedicated  to  the  public;  but  the  owner 
could  not  dedicate  lands  fraudulently  for  the  purpose 
of  depriving  his  widow  of  dower  therein.^ 

The  dedication  must  be  for  a  public  use,  such  as  for 
streets  or  public  squares  and  the  like.§  The  marking 
on  the  plat,  where  the  plat  is  recorded,  that  the  grounds 
set  aside  are  for  depot  groimds,  is  not  such  a  dedication 
as  will  give  a  depot  company  any  title  to  the  grounds. 
So  marking  the  land  does  not  deprive  the  owner  of  his 
title,  or  give  the  company  any  easement  therein.Tf 

The  city  cannot  alienate  the  lands  dedicated  for  pub- 
lic use,  or  change  the  purpose  for  which  they  were  dedi- 
cated. Thus,  if  grounds  have  been  dedicated  for  a 
public  park;  the  city  has  no  power  to  sell  this  land  or 
use  it  for  any  other  purpose,  and  may  be  enjoined  at 
the  application  of  those  interested,  and  could  not  confei* 
or  pass  title.  1 1  If  the  municipality,  for  any  reason  ceases 
to  use  such  land  for  the  purpose  for  which  they  were 
dedicated,  they  revert  to  the  original  donor.* 

A  court  of  equity  will  restrain  an  abuse  of  the  trust, 
as  the  city's  possession  is  in  trust  for  the  publict 

t8  0hio26;8N.  Y.  10. 

§12  HI.  88.     Or  it  may  be  for  a  burying  ground,  6  Hill 
407;  for  school  purposes,  11  Pa.  St.  444;  or  for  recreation  or 
ornament,  24  la.  28S. 
'     ITCl  m.  89. 

1188  N.  J.  Law  18. 

♦18  Ohio  St.  8«1. 

fS  Pet.  498;  61  Mich.  144.     In  the  last  case  it  was  held 
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I 

Much  will  depend  upon  the  wording  of  the  dedica- 
tion, as  to  whether  the  land  will  revert  to  the  donor  or 
not.  While  as  a  rule  it  is  coupled  with  a  trust,  property 
may  be  unconditionally  dedicated  so  as  not  to  revert 
to  the  donor  because  of  misuser.}  In  some  states  it  is 
held  that  lands  dedicated  for  street  purposes,  when  aban- 
doned, revert  to  the  adjoining  owner ;§  while  in  others 
it  reverts  to  the  original  proprietor  who  made  the  dona- 
tion.lf 

As  between  the  municipality  and  the  state,  the  leg- 
islature may  change  the  use  of  property  dedicated  for 
public  purposes.  The  rule  just  stated  as  to  the  non- 
change  of  such  property  applies  only  as  between  the 
city  and  the  original  donor.  ||  If  lands  are  dedicated  to 
the  public  "in  trust  for  public  use  forever/'  then  the  fee 
passes  to  the  municipality,  and  the  donor  is  powerless 
to  complain  as  to  such  use.* 

that,  lands  dedicated  to  the  county  for  a  co  art  house  and  county- 
seat,  reverted  to  the  donor  if  the  county  changed  the  county- 
seat. 

t6  Pet.  498. 

§50  N.  Y.  694. 

ps  m.  801. 

1|«2  la.  861 ;  44  N.  J.  Eq.  179. 
♦4  Pet.  288;  109  U.  S.  676. 
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CHAPTER  VII. 

MUNICIPAL  CONTROL  OYER  STREETS. 

Sec.  1422.  METHODS  OF  TRANSPORTA- 
TION.— Tlie  public  streets  of  a  city  are  used  for 
transportation,  and  the  control  of  the  city  over  these 
various  agencies  of  transportation  is  becoming  of  more 
and  more  importance  with  the  increase  of  population 
and  the  new  devices  for  the  transportation  of  persons 
and  ideas,  as  well  as  of  heat,  light,  and  other  commodi- 
ties. The  fiptreets  are  now  used  as  highways  for  the 
transportation  of  tangible  and  intangible  thmgs.  Thus, 
the  use  of  city  streets  at  present,  includes  the  transpor- 
tation or  carriage  of  things  by  animal  force,  and  me- 
chanical force;  the  latter  including  electricity;  again, 
the  use  of  the  streets,  involves  the  use  of  public  and 
private  agencies.  The  carriage  of  light  and  ideas  as  by 
telephone  and  telegraph,  is  frequently  by  public  agency. 
The  carriage  of  light  and  power  throu^  the  streets  by 
poles  and  wires  for  private  use,  by  private  agencies,  is 
unauthorized,  although  sometimes  tolerated. 

The  questions  to  be  considered  in  this  chapter  may 
be  divided  into  two  subjects:  1.  Public  rights,  Mid  how 
they  are  aflPected.  2.  Private  rights,  and  how  they  are 
affected. 

Sec  1428.  PUBLIC  RIGHTS  IN  THE 
STREETS  AND  HOW  APFECTED.— The  vae  of 

tSl 
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tiie  streets  as  an  avenue  of  commimication  is  under  the 
absolute  control,  in  the  first  instance,  of  the  state  legis- 
lature. And  the  legislature  has  quite  generally  dele- 
gated its  power  of  control  to  the  municipality.*  So 
that,  a  new  use  of  the  streets  authorized  by  the  legisla- 
ture cannot  be  a  public  nuisanccf 

Municipalities  have  only  sudi  power  of  control  over 
the  streets  as  the  legislature  may  have  delegated  to  them. 
The  mere  existence  of  the  city  gives  it  no  powers,  unless 
the  legislature,  by  express  or  implied  provisions  has  dele- 
gated some  of  its  powers  to  the  city. 

A  city  cannot  permit  a  new  public  use  of  its  streets 
without  legislative  sanction.  Thus  a  city  with  power 
to  establish  horse-car  railways,  and  a  general  power  over 
its  streets,  yet  could  not  authorize  a  steam  road,  with- 
out legislative  authority.^  A  general  power  over  its 
streets  does  not  give  a  city  authority  to  permit  a  new 
public  use  of  the  streets,  for  that  public  use  would  be  a 
public  nuisance.  § 

♦»6  N.  J.  Law  208;  116  U.  S.  660. 

t49  N.  J.  Law  S98;  97  Mass.  666.  Thus  the  legislature 
may  authorize  a  company,  through  the  city  charter,  to  establish 
a  street  railway,  propelled  by  animal  power,  and  later  author- 
ize the  use  of  electricity  as  the  motive  power;  this  new  use, 
or  double  use,  has  given  rise  to  many  serious  questions;  but 
such  new  use  cannot  be  regarded  as  a  public  nuisance  if  author- 
ized by  the  legislature,  though  it  may  constitute  a  private 
nuisance,  and  give  rise  to  an  action  for  damages.  Telegraph 
poles  in  the  highway,  without  legislative  permit,  have  been  held 
to  constitute  a  nuisance  at  common  law.    9  Cox  Cr.  C.  176. 

|«  N.  J.  Eq.  98;  61  Ark.  4?91. 

§«  Dillon,  Munic.  Corp.  (4th  ed.),  Sec.  680. 
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Circumstances  may  show  that  though  general  words 
are  used  in  the  charter  or  grant  of  powers  to  the  city, 
yet  they  were  intended  to  cover  the  new  use  in  question. 
That  is,  the  charter  may  be  so  general  in  its  language 
as  to  indicate  to  the  courts  that  the  new  use  was  con- 
templated by  the  legislature.  The  legislature  may  be 
deemed  to  have  intended,  though  the  terms  are  general, 
those  agencies  that  are  usually  recognized.* 

As  a  rule,  a  new  use  of  the  streets,  as  a  mediimi  of 
conmiunication,  is  usually  accompanied  by  conditions 
imposed  by  the  munidpalrty.  These  conditions  imposed 
by  the  city  must  be  complied  with,  or  the  franchise  may 
be  taken  away.  The  ooiui;s  are  quite  technical  in  insist- 
ing on  the  fulfillment  of  these  imposed  conditions,  since 
they  are  imposed  not  so  much  for  the  profit  of  the  city 
as  for  the  protection  of  the  publicf  In  imposmg  con- 
ditions for  a  new  use  of  the  streets,  the  city  cannot  act 
arbitrarily,  nor  make  conditions  that  amount  to  a  with- 
holding of  its  consent.    And  though  the  charter  uses 


*16  R.  I.  668.  In  this  case  an  electric  railway  had  been 
established  by  authority  from  the  common  council.  A  bill  was 
then  filed  by  an  abutting  owner  to  enjoin  the  erection  of  poles 
in  front  of  his  house.  The  question  raised  was,  whether  this 
placing  of  poles  in  the  streets  was  not  an  additional  servitude, 
and  whether  the  council  had  authority  to  authorize  such  a  use 
under  a  general  power  mentioning  horse  power  and  other  power. 
Held,  that  it  was  no  additional  servitude,  and  that  the  use  of 
electricity  was  included  in  the  general  terms.  The  question 
as  to  electric  wires  and  poles  being  an  additional  servitude  is 
not  definitely  settled,  the  authorities  being  in  conflict. 

t4e  N.  J.  Eq.  4W);  81  N.  J.  Eq.  6Sa 
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the  word  "may"  in  regard  to  the  city's  power  to  confer 
a  franchise  upon  electric  power  companies,  it  is  held 
that  this  does  not  imply  that  the  power  is  permissive  or 
discretionary,  but  if  arbitrarily  refused  by  the  city,  n»y 
be  compelled  by  mandamus  against  the  common  coun- 
cil.* Other  courts  hold  that  the  franchise  may  be  with- 
held fxom  such  companies  by  the  municipality,  without 
giving  a  reason  for  its  action,  on  the  ground  that  they 
are  for  local  convenience,  and  their  determination,  under 
the  principles  of  local  self-government,  should  be  left 
with  the  local  government.  That  is,  the  city  idiould  de- 
cide what  use  it  desires  made  of  its  public  streets,  and 
on  principle  this  would  seem  the  reasonable  rulcf 

A  municipality,  by  virtue  of  its  existence  as  a  city, 
may  impose  reasonable  conditions  in  granting  a  fran- 
chise for  the  use  of  its  streets.  Thus  it  may  require  that 
the  street,  or  part  of  it,  shall  be  paved,  or  graded;  that 
a  steam  motor  cannot  be  used  on  the  public  road;  tiie 
placing  of  poles  may  be  regulated;  and  that  street  rail- 
ways shall  from  time  to  time  change  the  grade  in  the 
street  as  the  city  may  deem  necessary.J  Municipal  con- 
sent to  the  use  of  the  streets  for  wires  or  poles,  or  other 
new  use,  once  given,  cannot  be  arbitrarily  withdrawn.  § 

Under  its  police  power,  the  municipality  may  con- 
trol the  location  of  electric  poles  and  wires,  but  it  must 


♦80  N.  J.  Eq.  61 ;  «6  Id.  118;  2  Dillon,  Munic.  Corp.,  Sec. 
706. 

fKeasbey's  Electric  Wires  29;  10  Wall.  88. 

j:84  Ind.  804;  96  U.  S.  681 ;  66  N.  W.  Rep.  949. 

S49  N.  J.  Law  808;  88  Barb.  868;  16  Fed.  Rep.  809. 


Digitized  by 


Google 


CONTROL  OVER  STREETS.  «86 

be  exercised  with  due  regard  to  the  rights  of  the  com- 
pany, and  cannot  be  located  arbitrarily,  or  in  imprac- 
ticable places.*  As  a  rule,  the  city's  control  over  the 
streets  for  electric  lighting  and  power  is  greater  Ihan 
for  their  use  for  telegraph  and  telephone  service,  the 
reason  being  that  with  respect  to  the  latter  purposes, 
the  United  States  has  passed  certain  postal  laws,  .de- 
signed to  facilitate  the  transfer  of  intelligence,  which 
laws  limit  the  power  of  the  city  in  regard  to  these  mat- 
ters, and  for  the  further  reason  that  the  latter  are  con- 
sidered much  less  dangerous  than  the  former.  The 
power  of  the  city  to  control  and  regulate,  never  involves 
the  power  to  destroy  the  franchise.f  It  is  said  that 
the  municipality  cannot  require  electric  wires  to  be 
placed  under  ground,  after  poles  and  wires  have  been 
located;  but  the  legislature  may  do  so,  and  it  is  per- 
haps a  due  exercise  of  the  police  power  to  require  this 
to  be  done  in  a  large  and  populous  city,  and  that  no 
compensation  need  be  given  the  companies  in  ordering 
the  change.| 

Sec.  1424.  SAME  SUBJECT— LIMITATIONS 
UPON  THE  POWER  OF  THE  CITY  TO  CON- 
TROL STREETS  BY  U.  S.  POSTAL  REGULA^ 
TIONS. — The  use  of  the  public  streets  by  telegraph 
and  telephone  companies  is  affected  by  the  legislation 
of  the  federal  government,  which  puts  the  control  of 

ml  '  ' 

*81  Mo.  App.  88. 
t98  Mo.  efii;  84  Mich.  267. 

tKeasbey  on  Electric  Wires  60;  88  Fed.  Rep.  662;  107  N. 
Y.  698;126N.  Y.  641. 
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these  agencies  beyond  tiie  local  government  in  most 
cases.  The  first  act  of  Congress  upon  this  subject  was 
on  July  24th,  1869  (Rev.  Stat.  U.  S.,  Sees.  5268,  5268), 
when,  as  a  result  of  the  Civil  War,  it  was  found  to  be 
expedient  for  the  United  States  government  to  have 
control  of  the  means  of  conununication  of  this  character, 
and  it  was  provided  in  that  act,  that  telegraph  companies 
might  construct,  maintain  and  operate  tiieir  lines  over 
the  Post  roads  of  the  country,  or  over  any  Post  roads 
afterwards  to  be  constructed,  or  declared  to  be  such  by 
law.  In  return  for  tiiese  grants  conditions  were  im- 
posed on  the  companies,  and  the  acceptance  of  these 
conditions  were  to  be  filed  with  the  Postmaster  Gteneral, 
— the  conditions  referring  to  the  use  of  such  lines  by 
the  federal  government  when  it  needed  them.  In  1872, 
Congress  passed  an  act  declaring  railroads  and  letter- 
carrier  routes  to  be  Post  roads.  And  in  1884,  all  public 
roads  and  highways  were  declared  by  Congress  to  be 
Post  roads.  The  power  to  pass  these  acts  has  been 
upheld  on  the  ground  that  they  are  incidental  to  the 
control  of  the  federal  government  over  commerce  and 
the  postal  service.* 

A  state  legislature  cannot  give  to  any  telegraph  com- 
pany the  exclusive  privilege  of  using  the  public  streets 


♦96  U.  S-  101*  In  which  case  it  was  held  that  an  exclusive 
right  to  use  the  streets  and  highways  for  telegraph  purposes, 
conferred  upon  a  company,  by  the  state  legislature,  is  void  as 
against  another  company  operating  an  inter-state  telegraph 
company,  and  desirous  of  using  the  public  streets  for  the  same 
puipose. 
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and  highways.  Nor  can  railroad  and  turnpike  com- 
panies give  exclusive  rights  of  way  to  a  telegraph  com- 
pany; though  they  may  give  their  entire  business  to 
one  company.*  Such  contracts  conferring  exclusive 
rights  are  void  as  against  public  policy,  as  well  as 
agains*  the  acts  of  Congress.t  The  Act  of  1866  as  to 
Post  roads,  confers  only  public  rights;  private  rights 
cannot  be  taken  without  the  consent  of  the  individual. 
But  the  Acts  of  Congress  give  no  power  to  condemn 
for  such  use,  and  if  it  is  found  that  the  erection  of 
poles  in  the  highway  is  a  new  use,  the  telegraph  com- 
panies cannot  proceed  under  federal  authority.  But  it 
is  usually  held  that  they  do  not  constitute  a  double  use 
or  additional  servitude. 

Under  the  Acts  of  Congress  as  to  the  use  of  Post 
roads  for  telegraph  purposes,  it  is  held  that  the  right 
to  use  a  railway  as  such  a  road,  must  be  with  tiie  con- 
sent of  the  company.^  No  compensation  is  allowed  the 
abutting  property  owners  for  the  use  of  the  public  streets 
and  highways  for  telegraph  purposes,  unless  such  use  is 
held  to  be  a  new  burden.  And  the  question  as  to  whether 
such  use  is  a  new  burden  is  not  fully  settled,  the  decid- 
ing oases  being  in  conflict.  §  But  such  telegraph  com- 
panies have  no  right  or  authority  to  cut  or  trim  branches 
in  the  streets  or  along  country  roads,  without  the  con- 
sent of  the  abutting  owner.    Telegraph  lines  on  Post 


♦6S  Ga.  160;  9  Biss.  78;  11  Fed.  Rep.  1. 

t70  N.  Y.  801 ;  11  Fed.  Rep.  1. 

16  Bias.  158;  9  Biss.  72. 

§4  Mackay  424;  186  Mass.  76;  S7  Minn.  S47. 
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roads  are  still  subject  to  municipal  control  in  their  meth- 
od of  conducting  their  affairs  within  the  city.  And 
though  they  get  their  rig^  to  erect  poks  and  wires  upon 
Post  roads  from  the  Acts  of  Congress,  this  does  not  re- 
lieve fhem  from  mimicipal  control  in  other  matters,  nor 
does  it  exempt  them  from  state  taxsation.* 

Sec.  1425.  SAME  SUBJECT— ARE  RAIL- 
WAYS A  DOUBLE  USE  OF  STREETS  AND 
HIGHWAY'S?— The  state  legislature  has  the  power 
to  authorize  the  railway  company  to  occupy  streets  and 
highways  on  such  terms  as  it  may  dictate.  That  is, 
the  legislature  may  take  the  public  streets  and  give  them 
over  to  another  or  double  use.t  And,  if  the  fee  to  the 
streets  is  in  the  municipality,  this  may  be  done  without 
compensation  to  the  municipality;  since  the  city  is  an 
arm  of  the  state  it  can  collect  no  compensation  for  the 
double  use.t 

If  the  fee  to  tiie  streets  exists  in  the  adjoining  owner, 
two  views  are  maintained  on  the  subject: 

1.  That  the  adjoining  owner  is  entitled  to  compen- 
sation for  the  increased  servitude.  That  is,  for  the  new 
occupancy  of  the  street  by  a  street-car,  or  railway  com- 
pany,  the  owner  of  the  fee  is  entitled  to  compensation 

♦1«6  N.  Y.  641 ;  1 W  U.  S.  680. 

tll4  U.  S.  468. 

tlO  N.  J.  Eq.  862.  But  the  fee  of  the  street  being  in  the 
city  is  meant,  not  only  that  the  city  has  an  easement  in  the 
land  for  public  use,  but  that  the  title  has  been  so  completely 
dedicated  to  the  city  that  it  has  the  fee,  or  full  legal  titk  to 
the  land. 
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for  this  added,  or  extra  servitude,  which  was  not  contem- 
plated in  the  original  grant  or  dedication  to  the  public. 

2.  The  other  view  is,  that  the  adjoining  owner  is 
entitled  to  compensation  whether  he  owns  the  fee  or  not. 
This  view  may  result  from  the  fact  that  the  new  use 
or  extra  servitude  may  impair  the  value  of  the  abutting 
owner's  holdings. 

Surface  railways,  operated  by  horse  power,  are  not 
usually  regarded  as  an  additional  servitude.  Nor  are 
electric  cars.*  Railroads  operated  by  steam  power  in 
the  public  streets  <are  an  additional  servitude,  and  com- 
pensa)tion  must  be  made  to  the  adjoining  owner,  regard- 
less as  to  the  ownership  of  the  f  ee.t 

Elevated  railroads  are  held  to  be  an  additional  servi- 
tude in  the  street,  and  here  again,  it  matters  not  who 
owns  the  fee  of  the  street;  as  the  adjoining  owner  has 
such  a  right  to  the  peaceful  enjoyment  of  his  prop- 
erty, and  the  right  to  light,  air,  peace  and  comfort,  that 
these  adjacent  rights  will  entitle  him  to  compensation 
for  the  unusual  use  of  the  streets  by  an  elevated  rail- 
road.! 


•86  Mich.  684;  47  N.  J.  Eq.  880. 

tl86  U.  S.  121 ;  7  Colo.  118 ;  46  Minn.  7.  Contra,  87  Mich. 
869. 

t90  N.  Y.  188;  104  N.  Y.  287.  In  these  cases,  involving 
the  rights  of  adjoining  owners  to  recover  compensation  for  the 
use  of  the  streets  by  an  elevated  railroad  company,  the  right 
to  compensation  was  upheld  on  the  theory  that  the  rights  of 
adjacencf^  in  the  adjoining  owner  were  such  as  to  entitle  him 
to  compensation,  regardless  of  the  ownership  of  the  fee  in  the 
streets.    See  70  N.  Y.  827. 
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Whatever  be  the  character  of  the  road,  as  a  rule, 
if  it  be  so  constructed,  as  to  actually  increase  the  burden 
of  servitude,  additional  compensation  must  be  paid  to 
adjoining  owRcrs.* 

The  municipality  may  be  authorized  to  permit  the 
use  of  its  streets  by  railway  companies,  end  such  a  fran- 
chise, when  granted,  has  been  held  to  be  irrevocable. 
And  if  the  statute  granting  this  privilege  imposes  the 
obligation  of  keeping  the  streets  in  repair,  a  license  to 
occupy  the  some  by  a  street  railway  company,  will  not 
relieve  the  city  of  its  obligation.f  In  the  use  of  the 
streets,  the  street  cars  are  entitled  to  precedence  on  their 
tracks,  as  agamst  teams.t 

Sec.  1426.  SAME  SUB JECT— REMEDY  FOR 
WRONGFUL  DOUBLE  USE  OF  A  STREET. 
— ^The  remedies  which  may  be  had  for  the  wrongful 
second  taking  of  the  public  streets  and  putting  them  to 
a  double  use,  may  be:  1.  An  indictment  for  a  nuisance. 
But  this  is  seldom  resorted  to,  unless  where  a  railroad 
company  persists  in  occupying  the  streets  without  any 
authority.  2.  An  action  for  damages  by  the  adjoining 
owner.  8.  An  injunction  against  the  use  of  the  streets 
for  the  purpose  complained  of.  Whidi  one  of  these 
remedies  should  be  resorted  to  would  depend  upon  the 
facts  and  drcumstanoes  in  the  case.  In  a  few  states  an 
ejectment  may  be  brought  by  an  adjoining  owner 
against  the  party  so  using  the  streets.  § 

♦87  Mich.  861 ;  «7  Wia.  194. 

J7  Cush.  490;  61  Me.  818;  84  N.  Y.  247. 

tl4Gray  69;81  la.  687. 

§126  Ind.  476. 
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CHAPTER  Vin, 

POWER  TO  MAXS  FUBUC  IMPEOYEMSNTS,  ETC. — DIS- 
SOLUTION. 

Sec.  1427.  POWER  TO  MAKE  PUBLIC  IM- 
PROVEMENTS.—One  of  the  most  important  powers 
that  is  exercised  by  a  city  is  the  power  to  make  public 
improvements.  This  power  is  carried  out  by  the  city 
through  assessments  levied  upon  the  persons  benefited 
by  the  improvem^ts,  whether  constituting  the  whole 
number  of  inhabitants  or  only  a  portion  of  them. 

The  city's  power  to  pave  sh^eets  is  usually  conferred 
by  charter,  under  tiie  g^ieral  control  of  tiie  city  over 
ihe  public  streets.  The  power  being  liberally  construed 
and  interpreted.  Where  tiie  general  power  to  pave 
streets  is  conferred,  at  the  expense  of  the  abutting  own- 
ers, under  special  assessments,  this,  as  a  rule,  includes 
all  kinds  of  paving  that  are  customarily  used,  the  power 
being  liberally  construed  so  as  not  to  defeat  its  evident 
purpose.*  Such  a  power  includes  the  placing  of  curb 
stones,  the  construction  of  gutters,  and  all  other  inci- 
dents essential  to  good  paving,  all  of  which  may  be  as- 
sessed to  the  abutting  owner.f 

The  city  may  compel  the  building  of  sidewalks  by 
ordinance,  without  a  special  legislative  sanction;  doing 

•S4  m.  496;  81  la.  81. 
t86  Pa.  St.  29. 
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so  under  their  general  power  of  control  over  the  streets, 
and  under  the  general  power  to  pave  and  grade  streets. 
Their  power  extends  to  putting  down  the  sidewalk  if 
the  owner  neglects  to  do  so  and  ajssessing  the  cost 
against  him,  which  is,  by  statute,  made  a  lien,  upon  the 
property  the  same  as  taxes.  But  a  city  cannot  sell  the 
lands  of  an  abutting  owner  for  the  expenses  of  street 
improvements,  without  express  authority  from  the  leg- 
islature. The  extent  to  which  the  city  may  assess  abut-» 
ting  lands  for  street  improvements  is  usually  limited 
to  a  certain  per  centum  of  the  assessed  value  of  the  lands 
within  a  stated  number  of  years,  and  this  limit  must  be 
observed. 

Where  the  assent  of  the  abutting  owners  is  required 
to  a  public  improvement,  as  is  frequently  required,  such 
requirement  is  jurisdictional,  and  goes  to  the  very  foun- 
dation of  the  city's  power  to  make  the  improvements. 
If  a  petition  is  required  from  the  owners  this  must  be 
had  before  the  city  has  authority  to  act.* 

The  charter  generally  requires  notice  to  be  given  to 
abutting  owners  of  the  contemplated  improvement;  and 
the  owner  is  given  an  opportunity  to  be  heard;  but  it  is 
held  that  this  requirement  is  not  absolutely  necessary. 
The  legislature  may  exercise  its  discretion  according  tq 
some  courts,  and  dispense  with  the  giving  of  notice  to 
abutting  owners  in  providing  for  public  improvements.! 
In  Michigan,  the  rule  is  otherwise,  and  before  any  lien 


♦«6  N.  J.  Law  694;  1  J.  S.  Green  (N.  J.)  196. 

tl9  Ohio  405.    By  statute  notice  is  now  required  to  be  given. 
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con  be  fixed  upon  property,  the  owner  must  have  notice, 
so  as  to  be  heard  if  he  so  desires.* 

The  public  improvements  commonly  made  at  the  ex- 
pense of  the  abutting  owner  are,  the  paving  and  grading 
of  streets,  and  the  building  of  sidewalks  and  sewers. 
The  expense  is  usually  provided  for  by  means  of  local 
assessments,  which  assessments  may  assume  one  of  three 
forms: — 

1.  By  the  foot  frontage  of  the  property  bounding 
and  abutting  upon  the  improvement. 

2.  On  the  value  of  the  property  fronting  on  the  im- 
provement; which  may  be,  (a)  on  the  value  of  the  land 
as  they  are  with  the  buildings;  or  (b)  on  the  groimd 
value,  irrespective  of  the  improvements  upon  it. 

8.  In  assessment  districts,  according  to  the  bene- 
fits which  will  result  from  the  improvement.  That  is, 
the  entire  expense  is  not  assessed  upon  the  abutting 
owners,  but  a  certain  percentage  is  borne  by  the  public 
at  large,  and  all  the  lands  in  the  various  dstricts  are 
assessed  in  proportion  to  the  benefits  which  it  is  judged 
they  will  derive  from  the  hnprovement  This  plan  is 
favored  by  the  courts  as  being  the  most  satisfactory 
way  of  apportioning  the  cost  of  such  improvements. 

A  local  assessment  made  without  regard  to  benefitSi 
ia  void;  that  is,  if  there  are  no  benefits  conferred,  the 
courts  will  endeavor  to  avoid  the  assessment.!  If  the 
charter  gives  a  particular  method  of  enforcing  the  lo- 

•8S  Mich.  162. 
t82  Pa.  St.  860. 
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cal  assessment,  this  mode  excludes  all  oiheis.  But  un-* 
less  the  charter  deprives  the  city  of  the  common  law  rem- 
edies to  collect  such  assessments,  they  will  remain.*  The 
amount  of  such  local  assessment  is  not  a  lien  upon  the 
land,  unless  made  so  by  the  legislature.  It  is  a  mere 
personal  obligation,  unless  declared  to  be  a  lien.f 

Sec.  1428.  LIABILITY  OF  THE  MUNICI- 
PALITY  FOR  ITS  TORTS.— To  what  extent  is  the 
mimicipality  liable  for  its  torts? 

1.  The  city  is  not  liable  for  legislative  or  discretion- 
ary action  on  the  part  of  its  officers  resulting  in  private 
damage.]: 

2.  The  city  is  not  usually  liable  for  a  failure  to  en- 
force its  by-laws  or  ordinances,  through  which  injury 
results  to  an  individual.  § 

8.  The  city  is  not  usually  held  liable  for  its  neglect 
to  abate  nuisances.l[ 

4.  And,  at  common  law,  the  city  was  not  liable  to 
those  damaged,  for  changing  the  grade  of  the  city 
streets.  But  this  rule  is  quite  generally  dianged  by  de- 
cisions and  by  statute.il 

5.  Abutting  owners  on  a  street  are  not  entitled  to 

lateral  support;  the  city  may  grade  up  to  the  street 

line,  and  is  imder  no  obligation  to  furnish  support  for 

the  abutting  owner's  property,  the  common  law  obliga- 

*«  6a.  68;  26  N.  J.  Law  S90. 

t88  Pa.  St.  889. 

tl  Denio  696. 

§11  N.  J.  896;  46  Ga.  168. 

tf61  Ala.  189. 

1162  Mich.  892. 
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tions  between  kidividuals  in  this  regard  not  bemg  ap- 
plicable to  municipalities.  (2  DiUon,  Munic.  Corp., 
Sec.  991.) 

Sec.  6.  In  the  absence  of  statute,  and  under  the 
common  law  rule,  a  change  of  grade,  not  made  for  or- 
dinary street  purposes,  gives  the  abutting  owner  a  right 
to  damages  for  such  change.* 

7.  The  city  is  not  liable  for  the  destruction  of  prop- 
erty by  mob  violence.  And  this  rule  is  not  changed 
by  statutes  placing  upon  the  city  the  duty  to  police  its 
streets.  Even  a  neglect  of  this  duty  would  not,  it  ap- 
pears, makes  the  city  liable.!  But  for  the  negligent 
management  of  property,  which  it  holds  in  a  private 
capacity  it  would  be  liable  if  injury  occurred  in  conse- 
quence of  such  mismanagement.! 

Sec.  1429.  DISSOLUTION  OF  MUNICIPAL 
CORPORATIONS— IN  ENGLAND.— In  Eng- 
land, a  municipal  corporation  may  be  dissolved  in  four 
ways: — 1.  By  act  of  Parliament.  2.  By  a  loss  of  an 
integral  part  of  such  corporation,  or  by  a  loss  of  all, 
or  a  msajority,  of  the  members  of  an  integral  part,  with- 
out whose  co-operation  it  is  impossible  for  the  municit 
pality  to  transact  business.  8.  By  surrender  of  its 
franchise  to  the  crown,  and  its  acceptance  by  the  crown. 


•2  Dillon,  Munic.  Corp.  1288. 

fWestem  Colkge  v.  Qeveland,  12  Ohio  St.  875. 

is  Hill  (N.  Y.)  821.  Where  the  city  of  New  York  was  held 
liable  in  damages  to  a  person  injured  by  reason  of  negligent 
construction  of  its  waterworks  out  of  the  city,  and  which  it  held 
in  a  priyate  capacity. 
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The  king  could  establish  a  municipal  corporation  at 
common  law,  but  could  not  destroy  it,  without  its  con- 
sult. 4.  By  a  forfeiture  of  its  charter,  on  account  of 
non-user  or  mis-user  of  the  frandiise.* 

Sec  1480-  SAME  SUBJECT— HOW  DIS- 
SOLVED  IN  THE  UNITED  STATES-— The 
methods  of  dissolution  of  a  municipal  corporation  in 
England  are  not  applicable  in  this  country  because  of 
the  difference  in  our  institutions.  We  have  no  integral 
parts  in  our  municipalities,  there  being  but  ooe  single 
corporate  whole,  comprising  all  the  inhabitants  of  the 
community;  our  institutions,  likewise,  forbid  the  for- 
feiting of  a  municipal  charter  for  mis-use  or  non-use, 
as  these  abuses  are  provided  for  and  means  of  correc- 
tion exist,  and  these  are  deemed  preferable  to  the  dei 
priving  any  commundty  of  the  rights  of  local  self-gov- 
emmeot-t 

The  only  way,  then,  in  whidi  municipal  corpwations 
can  be  dissolved  is  by  the  legislature,  which  created 
tibem,  and  which  has  the  sole  power  of  control  over 
them4    It  is  very  unusual  for  a  city  to  desire  to  surren- 


^Tiedeman,  Munic.  Corp.,  Sec.  87;  Rex  v.  Amory,  S  T.  R. 
015;  Smith's  Case,  4  Mod.  68;  1  Dilloii,  Munic.  Corp.  Sec. 
165. 

fHambleton  v.  Dexter,  80  Mo.  188;  Butler  v.  Walker,  IS 
So.  261. 

tTiedeman,  Munic.  Corp.,  Sec.  89;  Dillon,  Munic  Corp., 
Sec  168;  Meriwether  v.  Garrett,  102  U.  S.  472.  But  see  Hill 
V.  Kahoka,  36  Fed.  Rep.  821,  where  the  state  of  Missouri  de* 
prived  a  city  of  its  charter  by  quo  warranto  for  non-user,  and 
subsequently  reincorporated  it. 
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der  its  charter,  the  only  instances  being  where  they  de^ 
sored  to  rid  tibemselves  of  corporate  indebtedness.*  As 
to  the  rights  of  the  municipal  creditors  where  the  city 
has  surrendered  its  charter  to  the  legislature  and  the 
same  has  been  accepted,  two  cases  arise:  1.  Where  the 
community  inmiediately  organizes  as  a  new  corporation, 
assuming  the  public  property  of  the  old,  in  which  case 
the  obligations  of  the  old  city  follow,  ^and  are  valid 
claims  against  the  new.f  2.  Where  no  other  corpora- 
tion is  substituted  for  the  one  dissolved.  In  which  case 
the  creditors  are  powerless  to  collect  thedr  claims,  as 
they  cannot  levy  upon  public  buildings,  and  the  like,  as 
these  pass  to  the  state;  there  is  no  way  of  compelling  the 
ckims  to  be  spread  upon  the  tax  duplicate  of  a  dissolved 
community,  and  they  cannot  look  to  the  property  of  the 
individuals  composing  the  community,  either  before  or 
after  dissolution.!  Unless  the  legislature  of  the  State 
oomtes  to  their  assistance  there  is  no  means  by  which  the 
creditors  can  enforce  their  claims  against  the  dissolved 
corporation.§ 


•Seibert  v.  Lewis,  118*  U.  S.  284;  Meriwether  v.  Garrett,  102 
U.  S.  472. 

tMobile  V.  Watson,  116  U.  S.  289;  Broughton  v.  Pensa- 
cola,  98  U.  S.  266;  People  v.  Murray,  78  N.  Y.  686;  Brook- 
lyn V.  Smith,  104  m.  429. 

{Tiedeman,  Munic.  Corp.,  Sec.  48;  Dillon,  Munic.  Corp., 
Sec.  178. 

§Barkley  v.  Levee  Com.,  98  U.  S.  268 ;  Heine  v.  Levee  Com., 
19  Wall.  668;  Thompson  v.  Allen  Co.,  116  U.  S.  660;  Amy 
V.  Watertown,  180  U.  S.  801 ;  Meriwether  v.  Garrett,  102  U. 

S.  *r2- 
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QUESTIONS  FOR  STUDENTS. 


The  questions  are  numbered  to  correspond  with  the  sections 
in  this  book.  The  answers  and  references  for  further  study 
may  be  obtained  by  referring  to  the  corresponding  sections. 

PRIVATE  CORPORATIONS. 

CELAFTEB  I. 

1201.  Give  the  various  definitions  of  a  corporation, 
and  state  what  fact  each  definition  emphasizes.  To  what 
extent  is  a  corporation  a  separate  legal  entity? 

1202.  Mention  and  explain  the  three  theories  given 
in  regard  to  the  nature  of  the  corporate  personality. 

1208.  Give  the  definition  of  a  franchise.  Where  do 
all  franchises  spring  from?  Into  what  classes  are  fran- 
chises divided?   Explain  each. 

1204.  Give  examples  i^owing  when  a  corporation  is 
considered  as  a  person;  a  collection  of  persons;  a  fran- 
chise. 

1205.  Explain  fully  how  a  corporaticm  differs  from 
a  partnership ;  from  a  joint-stock  com{>any ;  from  an  un- 
incorporated society;  from  a  syndicate;  from  State  instii 
tutions. 

1206.  What  are  some  of  the  tests  of  corporate  exis- 
tence? What  words  are  necessary  to  create  a  corpora** 
tion? 

249 
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1207*    Give  the  various  classifications  of  corporations. 

1208.  Name  some  of  the  authorities  oa  the  law  of 
private  corporations. 

CHAPTER  u. 

1208a.  Expladn  the  general  steps  necessary  to  the 
creation  of  a  corporation. 

1209.  Who  can  create  a  corporation?  From  whence 
does  this  power  come? 

1210.  In  what  ways  may  the  consent  of  the  sovereign 
power  to  the  creation  of  a  corporation  he  shown?  De- 
scribe each. 

1211.  In  what  forms  may  the  legislative  authority 
creating  corporations  be  exercised?    Describe  each. 

1212.  From  what  do  the  limits  upon  the  legislative 
authority  as  to  corporations  arise?  Explain  the  limita- 
tions arising  from  the  nature  of  legislative  authority  and 
from  the  nature  of  a  franchise. 

1218.  What  are  the  restrictions  on  the  legislative 
power  over  corporations  arising  from  federal  constitu- 
tion? 

1214.  What  limitations  arise  from  the  provisions  of 
State  constitutions? 

1215.  Explain  the  power  of  Congress  to  create  cor- 
porations in  the  States;  in  the  Territories  and  the  Dis-» 
trict  of  Columbia. 

1216.  What  are  the  powers  of  territorial  legislatures 
as  to  the  creating  of  corporations? 

1217.  What  is  meant  by  a  promoter?  How  are  they 
classified?   Define  and  explain  eadi. 
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1218.  What  may  be  said  as  to  the  general  nature  of 
the  corporate  charter? 

1219.  Explain  how  a  corporate  charter  results  from 
offer  and  acceptance.  To  whom  is  the  offer  made  and 
how  is  it  accepted? 

1220.  What  constitutes  the  corporate  charter,  when 
the  charter  is  granted  by  special  act;  when  granted  imder 
general  laws?  What  is  meant  by  the  articles  of  incorpo- 
raticm? 

1221.  What  is  the  nature  of  the  association,  and  from 
what  does  it  necessarily  arise? 

1222.  Describe  fully  ihe  various  forms  the  associa- 
tion contract  may  take,  and  give  the  effect  of  each.  What 
may  be  said  as  to  conditional  subscriptions? 

1228.  What  are  the  rules  applicable  to  express  condi-» 
tions?  Do  the  authorities  differ?  What  is  the  principal 
implied  condition  attaching  to  subscriptions  at  conmion 
law? 

1224.  What  may  be  said  as  to  conditional  subscrip- 
tions prior  to  incorporation?  What  conflict  in  the 
authorities? 

1225.  What  are  the  holdings  as  to  the  validity  of  a 
subscription  upon  conditions  precedent;  upon  conditions 
subsequent? 

1*226.  What  is  the  effect  of  a  conditional  delivery  of 
a  subscription?  If  delivered  to  the  agent  of  the  corpora- 
tion, what  is  the  effect? 

1227-  What  may  be  said  as  to  the  effect  of  fraud  and 
mostake  upon  subscriptions  to  stock? 
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1228.  Who  may  subscribe  for  stock  in  a  corporation; 
who  may  not? 

1229.  What  was  the  method  of  organization  under  a 
charter  granted  by  the  king?  Under  general  incorpora- 
tion laws? 

1280.  How  is  proof  of  organization  made? 

1281.  At  what  time  does  corporate  existence  begin? 
Give  the  various  views  in  this  matter. 

1282.  What  are  the  essential  conditions  of  de  jure 
corporate  existence?  What  are  the  express  mandatory 
conditions? 

1283.  What  are  the  conditions  necessary  to  Side  facto 
corporate  existence? 

1284.  What  are  the  conditions  of  corporate  existence 
by  estoppel? 

1285.  What  parties  will  be  estopped  to  deny  the 
existence  of  a  corporation? 

1286.  What  is  the  effect  of  the  failure  to  comply 
with  conditions  required  for  incorporation?  Describe 
fuUy- 

CHAPTER  lU. 

1287.  What  may  be  said  as  to  the  necessity  of  mem-* 
bcrs  in  a  corporation?  Could  a  corporation  exist  with-t 
out  members? 

1288.  How  is  membership  acquired  in  a  corporation 
not  having  stock;  in  one  having  capital  stock? 

1289.  What  may  be  said  as  to  a  corporation  being 
composed  of  integral  parts? 

1240.  What  constitutes  the  organs  of  action  in  a  cor- 
poration? 
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1241.  What  may  be  said  as  to  the  qualifications  of 
agents  and  officers  in  a  corporation? 

1242.  What  may  be  said  as  to  the  fimctions  and 
powers  of  shareholders  and  directors  of  a  corporation? 

1248.  What  are  the  fimctions  of  the  other  corporate 
officers? 

1244.  Explain  the  origin  of  the  implied  or  resulting 
contracts  in  a  corporate  organization.  Name  these  im- 
plied or  resulting  contracts. 

1245.  What  is  the  purpose  of  corporate  funds?  How 
are  they  designated? 

1246.  Explain  the  meaning  of  capital  of  a  corpora- 
tion, and  capital  stock. 

1247.  What  is  the  purpose  of  capital  stock?  How  is 
it  regarded  in  law? 

1248.  How  are  capital  stock  and  shares  of  stock  to 
be  distinguished? 

1249.  Name  and  explain  each  of  the  various  kinds 
of  shares  in  corporations. 

1250.  How  is  the  right  to  create  a  capital  stock  and 
deal  with  same  regarded  in  law? 

1251.  What  is  the  general  nature  of  shares  of  stock? 
(How  are  they  evidenced,  and  transferred  from  one  to 
another? 

1252.  What  is  the  necessity  of  a  corporate  name? 
1258.     How  is  the  corporate  name  acquired? 

1254.  What  are  the  rights  of  a  corporation  in  its 
name  and  how  are  they  protected? 

1255.  What  is  the  effect  of  a  misnomer  of  a  corpora^ 
tion? 
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1256.  How  may  the  corporate  name  be  changed? 

1257.  What  is  meant  by  saying  that  a  corporation 
has  perpetual  life  or  succession? 

1258.  How  is  corporate  action  taken?  How  are  cor- 
porate meetings  called? 

1259.  What  notice  of  shareholder's  meetings  must 
be  given?    How  is  this  governed? 

1260.  What  constitutes  a  quorum  of  members  to 
take  corporate  action?    May  members  vote  by  proxy? 

1261.  What  may  be  said  as  to  the  place  of  corporate 
meetings? 

1262.  What  may  be  said  as  to  the  meetings  held  by 
directors  of  a  corporation?  May  they  delegate  their 
authority  to  act  for  the  corporation? 

1268.  How,  or  in  what  form  should  corporate  con- 
tracts be  executed? 

1264.  What  are  the  methods  by  which  a  corporation 
may  be  dissolved? 

1265.  What  may  be  said  as  to  stock  corporation  in 
which  one  man  acquires  all  of  the  stock? 

1266.  What  is  the  effect  of  dissolution  of  a  corpora- 
tion, upon  the  corporate  entity?  On  the  property  of  the 
corporation?  How  are  the  affairs  of  the  dissolved  cor- 
poration wound  up? 

CHAPTER  IV. 

1267.  What  are  the  two  theories  as  to  corporate  ca- 
pacity? 

1268.  How  are  corporate  powers  classified?  Explain 
eadi. 
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1269.  Give  the  general  rules  for  the  constructioB  of 
corporate  charters. 

1270.  What  three  things  should  be  mvestigated  to 
ascertain  if  the  action  of  the  corporation  is  valid? 

1271.  What  may  be  said  as  to  the  power  of  the  cor* 
poration  to  contract  debts  and  borrow  money? 

1272.  When  may  a  corporation  issue  negotiable  in- 
struments? 

1278.  What  is  the  power  of  a  corporation  to  issue 
accommodation  paper? 

1274.  May  a  corporation  become  a  surety  or  guar- 
antor? 

1275.  Has  a  corporation  power  to  form  a  partner- 
ship? 

1276.  Has  a  corporation  power  to  form  a  trade  com- 
bination? What  effect  has  State  and  federal  legislation 
as  to  combinations  to  control  or  restrict  trade  had  upon 
this  subject? 

1277*  What  may  be  said  as  to  the  attempt  of  corpo- 
rations to  enter  into  unincorporated  trusts? 

1278.  What  is  the  effect  of  an  incorporated  trust  or 
combination  of  corporations  if  the  result  is  to  form  a 
monopoly  of  a  particular  trade  or  business? 

1279.  What  may  be  said  as  to  the  power  of  corpora- 
tions to  ccmsolidate?  What  is  the  effect  as  between  the 
consolidating  companies? 

1280.  At  common  law  and  by  statute  what  power 
have  corporations  to  acquire  and  hold  real  property? 

1281.  What  is  a  corporation's  power  to  take  by 
devise? 
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1282.  Discuss  the  power  of  a  corporation  to  acquire 
personal  property. 

1288*    May  a  corporation  acquire  its  own  shares? 

1284.  Has  a  corporation  implied  power  to  acquire  or 
hold  stock  in  another  corporation?  What  is  the  English 
rule? 

1285.  What  is  the  power  of  a  corporation  to  alienate 
its  property?    To  mortgage  its  property? 

1286.  May  a  corporation  be  authorized  to  act  in  a 
personal  relation,  as  an  agent  or  attorney? 

1287.  What  may  be  said  as  to  the  corporation's  right 
to  sue? 

1288.  In  suits  against  a  corporation  what  is  the  pre- 
sumption as  to  the  citizenship  of  a  corporation?  How 
may  service  be  had  upon  corporations? 

1289.  Is  it  necessary  to  allege  the  existence  of  the 
corporation  in  a  pleading  at  law?  What  conflict  in  this 
regard? 

1290.  Discuss  the  corporation's  right  to  have  and  use 
E  seal.    What  is  the  effect  of  a  seal  when  used? 

1291.  What  is  meant  by  a  by-law?  And  what  is  the 
corporation's  general  power  in  this  regard?  What  is 
necessary  to  nuike  by-laws  valid?  Who  are  bound  to 
knowihem? 

1292.  What  is  meant  by  the  doctrine  of  ultra  vires? 
What  are  the  several  theories  as  to  the  effect  of  ultra 
vires  acts?  Do  these  principles  extend  to  excuse  acts  of 
QoegHgence  on  the  part  of  the  corporate  management? 

1298.  When  the  contract  is  fully  executed  on  both 
sides  what  is  the  effect  if  it  is  ultra  vires? 
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1294.  What  is  the  effect  of  an  ultra  vkes  contract 
which  is  still  executory? 

1295.  Discuss  the  effect  of  a  partially  executed  ultra 
vires  contract. 

1296.  Who  may  complain  of  ultra  vires  contracts? 

1297.  Discuss  fully  the  liability  of  corporations  for 
torts  and  crimes. 

CHAPTER  V. 

1298.  In  general,  what  are  the  state's  means  of  con- 
trolling corporations? 

1299.  What  limitations  on  the  power  of  the  state  to 
control  corporations  ?  What  limitations  upon  the  power 
of  Congress  to  control  corporations? 

1800.  What  may  be  said  as  to  the  right  of  the  state 
to  control  its  own  corporations  through  the  courts? 
What  methods  of  control  exist?    Describe  each. 

1801.  For  what  causes  may  a  forfeiture  of  a  cor-* 
porate  charter  be  had? 

1802.  What  is  the  effect  of  the  statute  of  limitations 
and  waiver  upon  a  cause  of  forfeiture  of  a  corporate 
charter? 

1808.  In  what  ways  may  the  state  control  corpora- 
tions through  the  writ  of  mandamus? 

1804.  To  what  extent  may  corporations  be  controlled 
through  courts  of  equity?  May  such  a  court  decree  dis- 
solution of  a  corporation? 

1805.  What  may  be  said  as  to  the  method  of  con- 
trol by  private  and  public  visitor? 

1806.  What  are  the  general  means  of  the  state's 


Digitized  by 


Google 


858  PRIVATE  CORPORATIONS. 

oontrol  as  exercised  through  the  legislature?     Name 
each  method. 

1807.  Define  and  explain  the  power  of  eminent  do- 
mam. 

1808.  What  may  be  said  as  to  the  state's  power  to 
control  corporations  imder  its  police  power? 

1809.  Explain  fully  the  state's  power  to  tax  corpora- 
tions. What  are  the  elements  of  corporate  taxation? 
What  is  the  situs  of  the  various  forms  of  corporate  prop- 
erty? What  is  the  method  of  taxing  corporate  prop-t 
erty?  What  power  have  the  States  to  tax  a  national 
corporation? 

1810.  What  are  the  limits  upon  the  State's  rights  to 
repeal  or  forfeit  a  corporate  charter? 

1811.  What  limit  upon  the  State's  power  to  amend 
a  corporate  charter?  What  is  the  power  where  a  right 
to  amend  has  been  reserved  by  the  state? 

1812.  What  is  the  State's  relation  as  to  national  cor- 
porations? 

1818.  What  are  the  rights  of  a  foreign  corporation 
in  a  State? 

1814.  What  may  be  said  of  a  foreign  corporation's 
right  to  engage  in  commerce  ? 

1815.  Discuss  what  is  meant  by  inter-state  or  for- 
€igin  conmierce. 

1816.  To  what  extent  has  a  State  the  right  to  ex- 
clude a  foreign  corporation  from  doing  business  within 
its  borders? 

1817.  What  are  the  methods  employed  in  the  States 
of  excluding  or  restricting  foreign  corporations? 
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1818.  Discuss  the  power  of  the  national  government 
over  State  corporations.  How  may  Congress  control 
the  trusts? 

1819.  What  may  be  said  as  to  Congress  adopting 
State  regulations,  in  control  of  corporations? 

1820.  How  has  Congress  sought  to  regulate  and 
control  corporations  engaged  in  inter-state  commerce? 

1821.  What  may  be  said  as  to  federal  anti-trust  acts? 

CHAFTER  VI, 

1822.  What  are  the  duties  of  corporate  promoters? 
1828.    What  liabilities  do  the  promoters  assume?  Ex- 
plain fully. 

1824.  What  is  the  extent  of  the  corporation's  lia- 
bility for  the  acts  of  its  promoters? 

1825.  What  may  be  said  as  to  the  general  relation 
between  the  corporation  and  its  oflBcers?  Give  the  vari- 
ous theories  as  to  their  relation. 

1826.  What  are  the  general  duties  of  officers  in  a 
corporation?    Have  they  a  right  to  compensation? 

1827.  What  may  be  said  as  to  the  right  to  remove 
elective  officers  in  a  corporation?    Agents? 

1828.  What  may  be  said  as  to  the  officers  of  a  cor- 
poration dealing  with  the  corporation?  What  is  neces- 
sary to  make  such  dealings  vaKd? 

1829.  What  is  the  general  rule  as  to  the  rights  of 
officers  to  receive  salaries? 

1880.  What  is  the  general  relation  existing  between 
the  corporation  and  its  shareholders? 
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1881.  What  right  has  the  corporation  to  collect  sub- 
scriptions to  stock? 

1882.  What  is  meant  by  a  corporate  call  for  the  pay- 
mfent  of  subscriptions?  Whalt  is  necessary  that  the  caUs 
may  be  valid? 

1888.     How  is  membership  in  a  corporation  proved? 

1884.  Who  has  a  right  to  vote  in  a  corporation? 
What  was  the  method  of  voting  at  conunon  law?  How 
is  it  now? 

1885.  What  is  meant  by  voting  by  proxy? 

1886.  May  an  irrevocable  proxy  be  validly  granted? 

1887.  Discuss  the  meaning  and  effect  of  voting 
trusts. 

1888.  What  do  you  understand  by  cumulative  vot- 
ing, and  what  is  the  purpose  to  be  effected  thereby? 

1889.  What  is  meant  by  dividends?  When  do  they 
belong  to  the  shareholder? 

1840.  Who  is  entitled  to  dividends,  and  bow  is  it  de- 
termined? 

1841.  What  may  be  said  as  to  when  the  life  tenant 
and  when  the  remainder-man  is  entitled  to  the  dividends 
of  stock? 

1842.  What  may  be  said  as  to  the  right  to  transfer 
shares  of  stock?  May  they  be  transferred  to  evade  lia- 
bility or  in  breach  of  trust? 

1848.  What  is  the  piu^pose  of  registering  transfers 
of  shares?    What  is  the  effect  of  a  registered  transfer? 

1844.  What  effect  has  a  transfer  of  stock  when  made 
upon  a  forged  power  of  attorney? 


Digitized  by 


Google 


QUESTIONS  FOR  STUDENTS.  261 

1845.  What  is  the  effect  of  a  transfer  of  stock  in 
breach  of  trust? 

134(6.    How  may  a  gift  of  stock  or  shares  be  made? 

1847.  What  is  the  effect  of  a  transfer  of  stock  upon 
the  seller  and  purchaser? 

1848.  What  is  the  remedy  for  a  refusal  on  the  part 
of  the  corporation  to  transfer  shares? 

1849.  What  may  be  said  as  to  the  shareholder's  right 
to  inspect  the  corporate  books? 

1850.  Has  the  shareholder  a  right  to  subscribe  for  an 
increase  of  stock? 

1851.  Discuss  the  idiareholder's  right  to  sue  for 
money  due  the  corporation. 

1852.  What  may  be  said  as  to  the  state's  limitatioq 
to  amend  or  repeal  a  charter  in  violation  of  creditors' 
rights? 

1858.  What  are  the  rights  of  creditors  against  the 
corporation? 

1854.  May  a  corporation  prefer  creditors? 

1855.  What  are  the  assets  of  the  corporation  re- 
garded as  being? 

1856.  Discuss  the  right  of  creditors  to  prevent  dissi- 
pation of  corporate  funds. 

1857.  Discuss  the  relation  and  reciprocal  rights  and 
liabilities  of  creditors  and  the  officers  of  a  corporaton. 

1858.  Wlmt  may  be  said  as  to  the  statutory  liability 
of  officers? 

1859.  What  rights  have  creditors  against  sharehold^ 
ers  in  a  corporation?    How  does  the  liability  of  share- 
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holders  arise?    Discuss  each  form  of  the  diareholder's 
liability. 

1860.  Discuss  the  effect  of  the  shareholder's  agree- 
ment to  pay  for  stock  in  property  on  the  rights  of  cred-t 
itors.  Discuss  the  four  cases  in  whidi  creditors  cannot 
require  full  pajmiient  of  corporate  shares  by  the  stock- 
holder. 

1861.  Discuss  fully  the  liability  of  shareholders 
under  special  statutes.  How  may  such  liability  be  estab- 
lished? 

1862.  When  will  liabilities  penal  in  form  be  con- 
sidered as  oc»itractual? 

1868.  What  may  be  said  as  to  the  enforcement  of 
statutory  liability  of  shareholders  in  other  jurisdictions? 
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PUBLIC  CORPORATIONS. 

CHAPTER  I. 

1864.  What  is  included  in  the  subject  of  public  cor- 
porations? 

1865.  Discuss  the  pre-requisites  to  the  creation  of  a 
public  corporation.    Is  the  name  important  ? 

1866.  What  is  the  general  method  of  creating  pub- 
lic corporations?    In  England?    In  the  United  States? 

1867.  Discuss  fully  how  public  and  private  corpora- 
tions are  to  be  distinguished. 

1868.  What  may  be  said  as  to  distinguishing  public 
and  municipal  corporations? 

1869.  How  are  public  corporations  classified  for  con- 
venience?  Define  and  explain  each  class. 

1870.  Name  some  of  the  authorities  on  public  or 
municipal  corporations. 

CHAPTER  n. 

1871.  What  three  types  of  political  communities 
with  corporate  powers  in  America?  Discuss  each  of 
these  types. 

1872.  Explain  and  discuss  the  peculiar  characteris- 
tics of  so-called  admkiistrative  corporations. 

1878.  Discuss  counties  as  administrative  corpora- 
tions.   How  are  they  created? 
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1374.  Name  and  discuss  the  governing  power  in  a 
county.  Is  a  county  embraced  within  the  meaning  of 
the  term  mimicipal  corporation? 

1375.  Discuss  the  prmciples  governing  commission- 
ers when  acting  as  an  auditing  board  in  the  county. 
What  may  be  said  as  to  the  liability  of  the  county  for  the 
acts  of  its  servants  and  officers? 

CHAPTER  III. 

1876.  Name  and  discuss  the  modes  of  creating  mu- 
nicipal corporations  in  England. 

1377.  What  are  the  modes  of  creating  mimicipal 
corporations  in  the  United  States?  Discuss  each  method* 

1878.  Discuss  the  subject  of  legislative  control  of 
municipalities.  Wherein  does  it  differ  from  the  control 
of  private  corporations?  What  may  be  said  as  to  the 
power  of  the  state  legislature  to  compel  a  mimicipality  to 
perform  obligations  of  a  moral  nature?  What  is  the  au- 
thority of  the  legislature  over  municipal  officers? 

CHAFTEB  IV. 

1879.  Name  the  several  types  of  municipal  charters? 
Explain  and  discuss  each  type. 

1880.  Describe  the  general  method  of  classifying 
cities  when  incorporated  under  general  laws.  Mention 
some  of  the  statutory  provisions  in  regard  to  the  grant- 
ing of  municipal  charters. 

1881.  What  may  be  said  as  to  charters  under  judicial 
sanction? 
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1882.  What  is  the  method  of  proving  municipal 
charters?    Do  courts  take  judicial  notice  of  them? 

1888.  Discuss  the  method  of  proving  municipal  ordi- 
nances. 

1884.  Mention  and  discuss  the  canons  of  construc- 
tion as  applied  to  mimicipal  charters.  How  is  the  tax- 
ing power  of  the  city  limited?  What  power  has  the  city 
to  sell  or  surrender  its  legislative  powers?  What  two 
kinds  of  provisions  in  municipal  charters?  Describe  and 
discuss  each  kind. 

1885.  What  classification  of  charter  powers  is  made? 

1886.  Discuss  fully  a  city's  special  charter  powers 
over  parks  and  public  squares. 

1887.  What  are  the  city's  charter  powers  as  to 
wharves  and  docks?    Discuss  fully. 

1888.  What  may  be  said  as  to  the  power  of  the  city 
to  maintain  and  control  wharves?  What  care  must  the 
city  exercise  in  its  maintenance  of  public  docks? 

1889.  What  may  be  said  as  to  the  special  power  to 
control  ferries?  When  will  such  power  be  deemed  ex- 
clusive? 

•  1890.  What  are  the  cities*  powers  as  to  providing  for 
the  public  health  ?  How  is  this  power  usually  conferred  ? 
How  construed? 

1391.  Discuss  the  city's  charter  powers  as  to  the  con- 
trol of  public  markets.  What  does  this  power  include? 
What  are  the  incidents  to  the  establishment  of  a  public 
market? 

1892.  Discuss  the  city's  power  to  maintain  a  fire  de- 
partment. What  may  be  said  as  to  the  city's  liability  for 
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negligent  acts  of  its  servants  in  the  fire  and  health  de- 
partments?   Why? 

1893.  What  is  the  city*s  power  over  city  water  sup- 
ply?   What  are  the  liabilities  of  the  city  in  this  regard? 

1894.  Discuss  the  city's  power  over  public  lighting. 
When  may  the  city  grant  exclusive  franchises  to  corpo- 
rations for  lighting?  Is  a  city  required  to  light  its 
streets? 

1895.  What  is  meant  by  a  nuisance?  What  two 
kinds  of  nuisances?  Discuss  the  city's  power  to  deal 
with  nuisances. 

1896.  What  two  classes  of  limitations  upon  the  pow- 
ers of  municipalities? 

1397.  Discuss  the  limitations  upon  the  municipal- 
ities' power  to  borrow  mcmey.  What  distinction  as  to 
the  city's  power  to  borrow  money  for  a  future  debt,  or 
one  already  contracted? 

1898.  What  limitations  are  usually  fixed  on  munici- 
pal indebtedness?  What  exception  exists  to  these  lim- 
itations? 

1899.  Discuss  the  city's  right  to  offer  a  reward  for 
the  apprehension  of  offenders,  and  to  defend  its  officers 
when  sued. 

CHAPTER  rv. 

1400.  With  what  is  this  chapter  to  deal? 

1401.  How  is  the  name  of  a  municipality  obtained? 
What  is  the  usual  form  of  the  name  in  England?  In 
the  United  States?  How  may  a  name  be  acquired  where 
none  is  given  when  created? 
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1402.  Discuss  the  right  of  a  municipality  to  have 
and  use  a  corporate  seal. 

1408.  What  may  be  said  as  to  the  right  of  the  mu- 
nicipality  to  hold  corporate  meetings?  Of  what  two 
kinds  are  these  meetings? 

1404.  How  does  the  municipality  take  action?  What 
are  the  requisites  of  a  valid  corporate  meeting?  How 
were  they  determined  at  conunon  law?  What  may  be 
said  as  to  the  necessity  of  a  quorum  to  take  corporate 
action?  Can  councilmen  vote  on  matters  in  which  they 
are  personally  interested  in  a  financial  way? 

1405.  Discuss  the  necessity  of  municipal  records, 
and  how  they  may  be  amended.  How  may  their  posses- 
sion be  secured? 

1406.  What  is  meant  by  a  municipal  ordinance? 
How  is  it  distinguished  from  a  resolution?  In  what  ca- 
pacity does  the  council  pass  ordinances?  May  this  power 
be  delegated ?    Why? 

1407.  What  is  necessary  for  the  enactment  of  valid 
•  ordinances? 

1408.  Discuss  the  implied  limitations  upon  the  power 
of  a  city  to  pass  ordinances.  How  is  the  reasonableness 
of  an  ordinance  to  be  determined?  What  liability  at- 
taches to  members  of  the  council  as  regards  the  passing 
of  ordinances?  Why?  What  limitations  upon  the  power 
of  the  city  to  regulate  trades  or  professions? 

1409.  What  may  be  said  as  to  the  necessity  of  pub- 
lishing ordinances?  Discuss  itte  requirement  as  to  the 
mayor  or  president  of  the  council  signing  ordinances. 
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1410.  How  are  municipal  ordinances  proved?  Who 
has  the  burden  of  proving  that  an  ordinarnce  was  regu- 
larly passed? 

1411.  Discuss  the  power  to  enforce  municipal  ordi- 
nances by  fine  and  imprisonment. 

1412.  What  persons  are  required  to  take  notice  of 
municipal  ordinances? 

1413.  Discuss  the  power  of  the  municipality  to  im- 
pose licenses.  What  limitation  upon  this  power?  What 
division  of  the  subjects  on  which  the  city  may  impose  li- 
censes is  made?  What  is  the  distinction  as  to  the  power 
to  tax  in  these  cases  ?  May  a  license  be  made  so  large  as 
to  prohibit  the  trade  or  calling?  May  it  restrict  the 
trade? 

1414.  What  is  the  effect  of  a  mimidpal  ordinance 
which  is  in  conflict  with  the  general  law  of  the  state? 
When  they  impose  a  punishment  upon  a  matter  regu- 
lated by  state  statute? 

1415.  What  powers  are  included  under  the  general 
welfare  clause  in  a  municipal  charter? 

1416.  What  is  the  procedure  to  enforce  municipal 
ordinances?  Describe  each  method.  Which  is  the  most 
usual? 

CHAPTEE  V. 

1417.  What  is  meant  by  municipal  courts?  What 
is  the  common  form  of  such  a  court  at  present?  What 
powers  do  they  have?  What  is  the  method  of  procedure? 
How  extensive  is  their  jurisdiction? 

1418.  Discuss  the  subject  of  municipal  property  as 
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to  the  amount  a  city  may  own  or  acquire,  and  for  what 
purposes.  What  power  has  the  city  to  alienate  its  prop- 
erty? 

1419.  What  are  llie  various  holdings  as  to  selling 
the  property  of  a  city  to  satisfy  its  debts? 

1420.  How  do  mimicipalities  acquire  property? 
What  is  meant  by  dedication?  What  principles  as  to 
municipal  property  are  derived  from  the  case  in  6  Pei?ers 
481? 

1421.  How  may  the  fact  of  dedication  be  estab- 
lished? Discuss  eadi  method.  How  may  the  acceptance 
of  the  property  dedicated  be  made  by  the  city?  What 
power  to  alienate  or  change  the  use  of  dedicated  prop- 
erty has  the  city? 

CHAPTER  YI. 

1422.  What  may  be  said  as  to  the  U9e  to  which  the 
streets  of  a  city  may  be  put? 

1428.  Discuss  the  power  of  a  city  to  authorize  itie 
use  of  its  streets  for  new  purposes,  as  by  telephone  and 
telegraph  companies,  railroad  and  street  car  companies. 
How  are  the  rights  of  the  public  affected  by  such  new 
use?  What  protection  have  they?  What  power  has  city 
to  regulate  the  use  of  the  streets  for  such  new  purposes? 

1424.  What  limitations  on  the  control  of  the  city  over 
its  streets  arise  from  the  acts  of  Congress  in  regard  to 
Post  roads?    Describe  fully. 

1425.  What  may  be  said  as  to  railways  in  the  streets 
and  highways  constituting  a  double  or  new  use  of  the 
streets?   What  distinction  is  made  as  regards  the  owner- 
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ship  of  the  fee  to  the  sti^eets?   When  must  compensation 
be  made  to  the  abutting  owners  for  sudi  new  use? 

1426.  What  are  the  remedies  for  a  wrongful  use  of 
the  streets? 

CHAFTEB  yn. 

1427.  What  may  be  said  as  to  the  power  of  a  city  to 
make  public  improvements?  Describe  some  of  the  pub- 
lic improvements  the  city  may  make,  and  its  metibod  of 
meeting  the  expense  of  same.  What  remedies  has  the 
city  to,  collect  its  assessment  for  public  improvements?     ' 

1428.  Discuss  the  liability  of  municipalities  for  their 
torts. 

1429.  How  are  mimicipal  corporations  dissolved  in 
England? 

1480.  Why  are  not  the  methods  of  dissolution  in 
'England  applicable  to  cities  in  the  United  States  ?  How 
may  a  municipality  be  dissolved  in  this  country?  What 
is  the  effect  of  such  dissolution  upon  iiie  rights  of  credi- 
tors of  the  dissolved  municipality? 
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(SBB   ALSO   THE   ABBEKYIATIONS   GIVEN    IN   PEBVI0U8   NUKBEES) 

Atl. — ^Atlantic  Reporter. 

B.  Monr. — ^B.  Monroe^s  Rqx>rt8^  Kentucky  Court  of  Ap- 
peals, 

Barb. — ^Barbour's  Reports,  New  York  Supreme  Court. 
Burr. — ^Burrow's  Reports,  English  King's  Bendu 
Bush — ^Bush's  Reports,  Kentucky  Court  of  Appeals. 

C.  C.  A. — County  Court  Appeals. 

C.  &  P. — Carrington  &  Payne's  Reports,  English  Nisi  Prius. 

Co. — County,  Company. 

Colo. — Colorado  Reports. 

Corp. — Corporation. 

Ex.  or  Exch. — ^English  Exchequer  Reports. 

Fed.  Rep. — ^Federal  Reporter. 

Gratt. — Grattan's  Reports,  Virginia  Court  of  Appeals  and 
Greneral  Court. 

How.  or  How.  (U.  S.) — ^Howard's  Reports,  United  States 
Suprane  Court 

la. — ^lowa  Supreme  Court  Reports. 

La.  Ann. — Louisiana  Annual  Reports,  Louisiana  Supreme 
Court. 

Met  (Ky.) — ^Metcalfe's  Reports,  Kentucky  Court  of  Ap- 
peals. 

McLean  (U.  S.) — ^McLean's  Reports,  United  States  Circuit 
Court. 

Mor.  Priv.  Corp. — ^Morowetz  Private  Corporations. 

Munic.  Corp. — ^Municipal  Corporations. 

N.  Dak. — ^North  Dakota  Supreme  Court  Reports. 

Rich,  or  Rich.  (S.  C.) — ^Richardson's  Law  Reports,  South 
Carolina  Court  of  Appeals. 
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Scam,  or  Scam.  (111.) — Scammon'B  Reports,  Illinois  Supreme 
Court 

So.  or  So.  Rep. — Southern  Reporter. 

Swan  or  Swan  (Tenn.) — Swan's  Reports,  Tauiessee  Su- 
preme Court 

Tenn.  Ch. — ^Tennessee  CSumcery  Reports. 

T.  R. — Term  Reports,  English  King's  Bench. 
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CASES  ON 

The  Law  of  Corporations 


PART  I. 

PRIVATE  CORPORATIONS 

EaentidU  of  Definition;  a  Collection  of  Ifidividuals;  a  Legal 
Entity,  or  Artificial  Being;  a  Franchise.** 


CHAPTERL 

DEFINITIQN  AND  GENERAL  IDEA  OF  A  CORPORATION.* 

WARNEB  &  ROY  v.  BEEES. 
BOLANDEB  v.  STEVENS. 

23  Wend.  (N.  T.)  103-190.    1840. 

Denmrrers  to  declarations  in  the  name  of  Joseph  D.  Beers,  bb 
president  of  the  North  American  Trust  and  Banking  Company, 
an  association  doing  business  in  the  city  of  New  York,  under 
powers  granted  by  the  legislature  of  New  York,  April  18,  1838, 
upon  a  promissory  note  against  Warner  and  Boy,  ss  endorsers. 
The  demurrers  assigned  the  following  causes,  among  others : 
V.  The  institutions  or  associations  authorized  and  intended 
to  be  created  by  the  act  entitled  ''An  act  to  authorize  the  busi- 
ness of  banking*'  are  corporations  or  bodies  politic,  and  the  act 
expressly  allows  the  creation  of  an  indefinite  and  unlimited  num- 
ber of  such  corporations,  at  the  pleasure  of  any  persons  who 


**See  Sec.  1201,  Vol.  9,  Cyclopedia  of  Law. 

•See  Sees.  1201-1206,  Vol.  9,  Cyclopedia  of  Law. 
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may  associate  for  that  purpose.  The  act  is,  therefore,  a  violap 
tion  of  the  ninth  section  of  the  seventh  article  of  the  eonstitatkm 
of  this  state,  and  is  absolutely  void. 

The  defendant  in  the  second  cause  also  interposed  a  demurrer 
assigning  special  causes  similar  to  the  special  causes  in  the  first 
count;  the  fourth  special  cause  being  in  these  words:  ^'For  that 
the  act  in  the  declaration  mentioned,  entitled  'An  act  to  authorize 
the  business  of  banking/  so  far  as  the  same  proposes  to  authorize 
this  suit,  is  a  violation  of  the  provisions  of  the  constitution  of 
this  state  respecting  the  creations  of  incorporations,  and  is  void; 
and  also  that  the  said  act  is  void,  because  the  same  did  not  re- 
ceive the  assent  of  two-thirds  of  all  the  members  elected  to  the 
legislature  of  this  state,  by  which  legislature  the  said  act  pur- 
ports to  have  been  passed.'' 

The  two  demurrers  were  brought  to  argument  before  the 
supreme  court,  at  the  January  term,  1840,  and  judgment  given 
in  both  cases  for  the  plaintiffs.  The  court  referred,  for  the 
reasons  of  the  judgment,  to  the  opinions  delivered  by  Ohief 
Justice  Nelson,  Mr.  Justice  Bronson  and  Mr.  Justice  Cowen,  in 
the  case  of  Thomas  v.  Dakin,  22  Wendell  9  ei  seq.  Both  causes 
were  removed  by  writs  of  error  to  the  court  for  the  eorrection 
of  errors,  and  were  brought  on  to  argument  on  the  18th  of 
February,  1840. 

By  Senator  Yebplanok.  The  decision  of  these  causes  seems  to 
me  to  depend  wholly  upon  that  of  the  question,  whether  or  no 
associations  with  constitutions,  powers  and  incidents,  similar  to 
those  authorized  under  the  general  banking  law,  are  bodies  cor- 
porate and  politic;  or,  in  other  words,  whether  the  general  bank- 
ing law  of  1838  is  void,  because  it  was  not  passed  with  the  express 
assent  of  two-thirds  of  all  the  members  of  the  legislature. 

The  supreme  eourt  think  that  they  ''must,  on  these  records, 
presume  the  general  banking  law  to  have  been  passed  by  two- 
thirds  of  all  the  members  of  the  legislature.''  Judge  Cowen 
adds:  ''We  must  clearly  do  so  until  the  fact  is  denied  by 
plea.  The  requisite  constitutional  solemnities  must  always  be 
presumed  to  have  taken  place  until  the  contrary  shall  be  clearly 
shown.  Should  the  defendant  withdraw  his  demurrer,  and  plead 
specially  that  the  law  in  question  did  not  receive  the  assent 
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of  two-thirds  as  required  by  the  constitution^  it  will  then  be 
in  order  to  pass  upon  the  validity  of  such  an  objection."  Judge 
Bronson  concurs  more  briefly  to  the  same  effect 

NoWy  it  appears  to  me  that  this  point  was  rightly  presented 
on  the  demurrers  in  these  cases,  so  as  to  authorize  and  demand 
the  decision  of  the  court    •    •    • 

From  our  oflicial  knowledge  of  the  facts  of  the  law— -from 
those  facts  being  spread  out  on  our  journals— from  the  actual 
inspection  of  the  record  by  some  of  us,  we  all  well  know  that 
the  act  was  not  passed  by  the  vote  of  two-thirds  of  each  house 
of  the  legislature.  We  must  then  meet  directly,  and  settle  the 
question  whether  the  associations  formed  under  the  general 
banking  laws  are,  or  are  not,  '^ bodies  politic  and  corporate/' 

"What,  then,  is  the  strict  definition  of  the  phrase  bodies  politic 
and  corporate  f 

Definitions  differ  in  their  character  according  to  the  nature 
of  the  thing  to  be  defined.    •    •    • 

Strict  and  essential  definitions  can  generally  be  given  of  the 
terms  of  positive  jurisprudence,  and  particularly  so  in  the  ex- 
tremely technical  and  artificial  system  of  the  ancient  English 
law.  This  is  remarkably  the  case,  for  instance,  in  regard  to 
our  common  law  terms  of  real  estate,  as  fee,  lease,  warranty, 
grant,  covenant,  reversion,  remainder,  etc.;  all  of  which  are 
defined  precisely  and  essentially,  not  explained  by  mere  attri- 
butes. Bodies  corporate  belong  to  that  system,  and  thence  do 
we  immediately  derive  them.  What,  then,  is  a  body  corporate? 
What  is  its  necessary  and  essential  meaning t  "It  is  called  a 
body  corporate,"  says  Lord  Coke,  "because  the  persons  com- 
posing it  are  made  into  one  body.''  "It  is  only  in  abstracto, 
and  rests  only  in  contemplation  of  law."  10  B.  50.  So  again, 
he  8a3^,  1  Inst  202,  250,  "Persons  capable  of  purchasing  are 
of  two  BOTta-— persons  natural  created  of  God,  and  persons 
created  by  the  policy  of  man,  as  persons  incorporated  into  a 
body  politic."  If,  leaving  the  quaint  scholastic  teaching  of  the 
father  of  English  law,  we  come  to  the  clearer  and  directer 
sense  of  our  own  Marshall,  we  find  the  same  prevailing  idea. 
"A  body  corporate  is  an  artificial  being,  invisible,  intangible, 
existing  only  in  contemplation  of  law.     Being  the  creature  of 
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law,  it  possesses  only  the  properties  conferred  npon  it  by  its 
charter.  Among  the  most  important  of  these  are  immortality, 
and,  if  the  expression  may  be  allowed,  individudUty.*^  4  "Wh. 
B.  636;  1  Peters'  B.  46.  Again;  ''It  is  precisely  what  the  act 
of  incorporation  makes  it;  derives  all  its  powers  from  that  act, 
and  is  capable  of  exerting  its  faculties  only  in  the  manner 
which  that  act  authorizes.'*  ** Within  the  limits  of  the  proper- 
ties conferred  by  its  charter,  it  can,"  says  Blackstone,  ''do  all 
acts  as  natural  persons  may."  "In  corporations,"  ssljb  Prof. 
Woodeson,  "individuals  are  invested  by  the  law  with  a  political 
character  and  personality,  wholly  distinct  from  their  natural 
capacity."  "A  corporation,"  says  Kyd  on  Corporations,  13, 
"is  not  a  mere  capacity,  but  a  political  person  in  which  many 
capacities  reside."  Thus,  then,  the  essential  legal  definition 
that  covers  the  whole  ground,  and  expresses  the  very  essence  of 
the  being  of  a  body  corporate,  in  this:  "It  is  an  artificial 
legal  person,  a  succession  of  individuals,  or  an  aggregate  body 
considered  by  the  law  as  a  single  continuous  person,  limited  to 
one  peculiar  mode  of  action,  and  having  the  power  only  of  the 
kind  and  degree  prescribed  by  the  law  which  confers  them." 
Such  is  the  established  notion  of  our  common  law.  Such,  too, 
as  far  as  I  can  trace  it,  is  the  doctrine  of  the  modem  civil  law, 
as  modified  by  the  jurisprudence  of  the  European  continent. 
"Communities  that  are  lawfully  established  (♦.  e.,  corpora- 
tions)," says  Domat,  one  of  the  great  teachers  of  the  ante- 
revolutionary  French  civil  law,  "are  in  the  place  of  persons, 
and  their  union,  which  renders  common  all  their  interest,  makes 
them  to  be  considered  as  one  single  person.^ ^  Domat,  Civil  Law, 
Lib.  1,  tit.  15.  To  the  same  effect  a  somewhat  older  Italian 
civilian  speaks,  Oldradus  De  Ponte,  as  quoted  by  Sir  Bobert 
Sawyer,  in  his  very  able  and  learned  argument  in  the  case  of 
the  city  of  London,  8  St.  Tr.  1175.  ''Licet  non  habent  veram 
personam,  habent  personam  fictione  juris.**  So  the  older  Ger- 
man jurisprudence,  as  founded  on  the  Boman  law,  also  held  the 
idea  of  personality  as  essential  to  corporations.  Heineccius, 
one  of  the  most  distinguished  civilians  of  that  school  in  the  last 
century,  in  his  instructive  essay  on  the  legal  history  of  the 
corporate  guilds  or  societies  of  trade  so  common  in  Germany, 
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speaks  of  this  personality  as  an  attribute  of  all  corporations. 
^^Universitates  et  contrahere  possunt  et  delinquere,  quippe  qucte 
moraliter  unam  representant  personam.^ ^  De  Collegiis  Opificum, 
in  Qermania,  cap.  77,  §  19.  This  doctrine  of  the  modem  civil- 
ians of  Prance,  Italy  and  Germany,  may  be  traced  up  even  to 
the  jurists  of  the  Code  and  Pandects.  ^'PersoncB  vice  fungitur 
municipium  et  decuria.^'  Pan.  1,  22,  de  fide  juss.  I  do  not 
cite  these  civilians  as  direct  authorities,  but  mainly  to  show 
how  deeply  and  generally  this  pervading  idea  of  legal  person- 
ality and  artificial  individuality  entered  into  and  formed  the 
characteristic  of  all  corporate  bodies,  in  those  systems  of  law 
which  might  indirectly  affect  or  govern  our  own,  or  tend  to 
influence  even  the  popular  use  of  our  legal  terms. 

So  far  was  this  principle  of  corporate  personality  carried  in 
our  old  common  law  that  reasons  were  expressly  assigned  why  a 
corporation  could  not  be  excommunicated  or  punished  for 
crime.  ''Because  it  has  no  soul,"  said  Lord  Coke,  which,  how- 
ever ludicrously  it  may  now  sound,  was  but  saying  quaintly, 
and  in  the  style  of  that  day,  what  in  modem  times  would  be 
expressed  by  saying  that  a  corporation,  bemg  an  artificial  and 
not  a  moral  person,  must  be  incapable  of  guilt.  The  very  able 
ai^ument  in  the  celebrated  historical  case  of  the  charter  of 
London,  in  1682,  went  a  good  deal  into  these  refinements,  and 
it  was  held  on  one  side  that  a  political  person  had  a  mind  and 
reason,  according  to  Lord  Chief  Justice  Hobart,  and  that  its 
reason  was  expressed  by  its  by-laws,  whilst  the  attorney-general 
(whom  Bishop  Burnet  has  egregiously  wronged  in  calling  him 
*'a  hot,  dull  man"),  argued  most  acutely,  as  well  as  very  learn- 
edly, in  support  of  the  capacity  of  a  corporation  to  incur  political, 
if  not  moral,  guilt  and  punishment.    •    •    • 

In  order  to  continue  the  existence  of  such  an  artificial  person, 
perpetual  succession  is  ordinarily  necessary,  though  it  was  not 
strictly  essential,  for  it  may  be  confined  to  any  given  number  of 
lives  in  being,  holding  in  a  sort  of  corporate  joint  tenancy,  of 
which  I  think  examples  may  be  found.  As  a  legal  person,  it  has 
only  the  powers  and  properties  specifically  conferred  upon  it; 
and  can  possess  and  exercise  no  others,  except  such  as  are  abso- 
lutely necessary  to  the  exercise  of  the  powers  expressly  given. 
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This  is  the  enactment  of  our  revised  statutes,  which,  as  our  re- 
visers rightly  said  in  their  report  on  that  title  of  the  law,  is 
"declaratory  of  a  principle  of  law  frequently  recognized  by  our 
courts,  and  which  it  was  deemed  useful  to  confirm  by  legislative 
authority/*  To  these  are  added  certain  legal  incidents  by  the 
common  law,  also  declared  in  our  statute,  and  common  to  all  cor- 
porations, as  to  sue  and  be  sued,  hold  and  convey  real  and  per- 
sonal property,  to  appoint  officers  for  its  services,  and  to  make 
by-laws  for  the  management  of  its  affairs.  To  these  more  im- 
portant rights,  the  law  adds  the  external  evidence  of  a  name 
and  a  common  seal.  This  last,  though  apparently  a  matter  of 
form,  is  not  without  effect  any  more  than  the  legal  consequences 
of  seals  to  instruments  in  England  and  this  state,  so  widely  dif- 
ferent from  those  of  other  legal  systems,  where  the  distinction 
between  sealed  and  unsealed  instruments  is  unknown.  It  is  only 
through  a  common  seal  and  name  that  any  grant  of  lands  or 
covenant  touching  them  can  be  made  by  a  corporation. 

There  are  several  very  useful  and  beneficial  accessary  powers 
or  attributes,  very  often  accompanying  corporate  privileges,  es- 
pecially in  moneyed  corporations,  which,  in  the  existing  state  of 
our  law,  as  modified  by  statutes,  are  more  prominent  in  the 
public  eye,  and  perhaps  sometimes  in  the  view  of  our  courts  and 
legislatures,  than  those  which  are  essential  to  the  being  of  a 
corporation.  Such  added  powers,  however  valuable,  are  merely 
accessary.  They  do  not  in  themselves  alone  confer  a  corporate 
character,  and  may  be  enjoyed  by  unincorporated  individuals. 

Such  a  power  is  the  transferability  of  shares,  whereby  invest- 
ments may  be  made,  without  the  owner  losing  the  future  control 
of  his  funds  under  changes  of  circumstances.  Such,  too,  is  the 
Umited  responsibility  by  which  the  stockholder,  having  once 
fairly  paid  up  his  share  of  the  capital,  is  exempted  from  further 
personal  liability.  So,  too,  the  convenience  of  holding  real  estate 
for  the  common  purposes,  exempt  from  the  legal  inconveniences 
of  joint  tenancy  or  tenancy  in  common.  Again,  there  is  the  con- 
tinuance of  the  joint  property  for  the  benefit  and  preservation 
of  the  common  fund,  indissoluble  by  the  death  or  legal  disability 
of  any  partner.  Every  one  of  these  attributes  or  powers,  though 
commonly  falling  within  our  notions  of  a  moneyed  corporationi 
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is  qnite  unessential  to  the  legality  of  a  corporation,  may  be  f  onnd 
where  there  is  no  pretense  of  a  body  corporate,  nor  will  th^ 
make  one  if  all  were  combined,  without  the  presence  of  the  essen- 
tial quality  of  legal  individuality.  This  distinction  has  been 
observed  and  marked  by  Mr.  Kyd,  Kyd  on  Corporations,  13, 
with  logical  acuteness  and  precision:  ''A  corporation  is  a 
political  person,  capable,  like  a  natural  person,  of  enjoying  a 
variety  of  franchises.  It  is  to  a  franchise  as  the  substance  to 
its  attribute.  It  is  something  to  which  many  attributes  belong, 
but  it  is  itself  something  distinct  from  those  attributes. "    •    •    • 

The  non  dissolution  by  death  or  by  legal  disability  is  also  noted 
in  the  opinion  of  the  supreme  court  in  these  cases  as  a  mark 
of  a  corporate  body.  But  that  also  may  be  found  in  the  trusts 
just  mentioned,  and  others  of  a  similar  nature,  and  it  may  be 
adopted  as  an  article  of  ordinary  partnership.  It  is  the  settled 
law  of  England  that  it  may  be  stipulated  that  death  shall  not 
dissolve  the  partnership,  and  further,  that  the  executors  of  the 
deceased  shall  become  partners.  CoUyer  on  Partnership,  p.  5, 
648;  Pease  v.  Chamberlain,  2  Vesey  Rep.  33;  Haggerman  v. 
Spears,  7  Pick.  Rep.  235 ;  Wrexham  v.  Huddleton,  1  Swanst.  514. 

Again,  a  common  name  has  been  regarded  as  a  corporate  cri- 
terion. To  this  Lord  Ellenborough  gives  a  full  answer  in  Rex 
V.  Webb.  "As  to  the  fourth  point,  that  the  subscribers  have  pre- 
sumed to  act  as  if  they  were  a  body  corporate— how  is  this  made 
outf  It  was  urged  that  they  assumed  a  common  name,  that  they 
have  a  committee,  etc.  But  are  these  the  unequivocal  evidence 
and  characteristics  of  a  corporation!  How  many  unincorporated 
assurance  companies  and  other  descriptions  of  persons  are  there 
that  use  a  common  name,  and  have  their  committees,  general 
meetings  and  by-laws!  Are  these  all  illegal f  Or  which  of  these 
particulars  can  be  stated  as  being  of  itself  the  distinctive  and 
peculiar  criterion  of  a  corporation  f  Thence  he  infers  that 
"these  subscribers  have  not  acted  peculiarly  as  a  body  cor- 
porate.'*   Rex  V.  Webb,  14  East's  Rep.  406. 

Bui,  perhaps,  in  the  general  and  popular  understanding,  the 
most  familiar  distinction  between  corporate  bodies  and  common 
partnerships,  or  other  joint  undertakings,  is  the  exemption  of 
the  associates  from  personal  liability  beyond  the  actual  amount 
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of  their  respective  proportions  of  the  capital.  The  regarding 
this  very  frequent  and  important  incident  of  a  corporation  as  an 
essential  characteristic  seems  not  to  be  confined  to  popular 
opinion.  Judge  Cowen  says^  in  the  decision  of  the  cases  now 
before  ns :  ''Among  other  peculiar  privileges  conferred  on  these 
associations,  and  not  enjoyed  by  natural  persons,  I  allude  to  that 
of  the  exemption  of  members  from  personal  liability  for  debt. 
This  is  mentioned  by  Angell  &  Ames,  in  their  treaties,  as  peculiar 
to  a  private  corporation ;  they  notice  it  as  a  striking  characteristic 
between  a  corporation  and  a  partnership.*'  Yet  our  own  statute 
of  limited  partnerships  affords  sufficient  evidence  that  an  altera- 
tion of  the  existing  law  may  be  made  by  statute,  so  as  to  exempt 
from  personal  liability  beyond  the  stipulated  share  in  the  joint 
funds,  for  the  debts  of  a  firm,  without  the  remotest  thought  of 
converting  such  firms  into  bodies  corporate.  Besides,  the  right 
of  making  a  contract,  whereby  those  who  tender  it  stipulate 
not  to  be  bound  beyond  the  amount  of  some  specific  pledged 
fund,  must  be  a  natural  right  growing  out  of  the  very  nature 
of  contracts.  If  a  company,  or  association,  or  an  individual, 
offers  to  contract  to  make  certain  payments  only  to  the  amount 
of  certain  specific  funds,  and  others  choose  to  accept  that  con- 
tract on  those  conditions,  there  can  be  nothing  to  prevent  the 
validity  of  such  a  contract,  except  some  positive  rule  of  law 
founded  on  policy  or  an  arbitrary  enactment.  In  the  absence 
of  such  a  restriction,  it  is  and  must  be  good.  Such  a  limitation, 
then,  must  be  binding  on  all  who  accept  the  conditions.  The 
policy  of  our  law  and  the  usages  of  business  have,  indeed,  rightly 
fixed  the  presumption  the  other  way,  so  that  the  stipulation  and 
the  burden  of  proof  of  the  limited  indebtedness  are  thrown  upon 
those  who  exp^  to  be  benefited  by  them.  This  right  has  been 
substantially  admitted  by  the  highest  tribunals  in  Qreat  Britain, 
in  the  case  of  Minnett  v.  Whinnery,  3  Brown's  Pari.  Cas.  323, 
and  it  was  held  to  be  good  by  Lord  EUenborough,  in  Alderson  v. 
Clay,  1  Camp.  404.  The  doctrine  has  been  received  as  settled 
law  by  one  of  the  best  elementary  writers  of  the  day,  often 
cited  by  our  own  supreme  court.  "When  a  creditor,"  says  Coll- 
yer  on  Partnership,  214,  ''has  notice,  that  by  an  arrangement 
between  partners,  one  of  them,  though  appearing  to  the  world 
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as  a  partner,  shall  not  participate  in  the  loss,  and  shall  not  be 
liable  for  it,  the  creditor  will  be  botind  by  the  arrangement." 

The  original  articles  of  the  Merchants'  Bank,  in  the  city  of 
New  York,  as  an  unincorporated  association,  with  limited  liability, 
as  well  as  transferable  shares,  which  were  read  in  argument  by 
Mr.  Kent,  have  the  great  professional  authority  of  Alexander 
Hamilton,  who  prepared  them,  and  of  the  many  eminent  men 
who  joined  in  them,  and  whose  professional  distinction  gives  to 
their  approbation  the  character  of  a  sort  of  judicial  sanction; 
whilst  the  restraining  act  passed  soon  after  proves,  as  was  unan- 
swerably argued,  that  the  legislature  and  its  legal  advisers  con- 
sidered such  a  voluntary  association,  thus  restraining  its  own 
liability,  not  as  a  violation  of  common  law,  but  merely  as  con- 
tradicting the  financial  policy  of  the  state. 

A  similar  analysis  of  such  of  the  customary  accessary  i)owers 
of  specially  chartered  moneyed  corporations,  as  from  being  most 
conducive  to  ends  of  profit  or  convenience  are  ordinarily  con- 
sidered as  the  essential  qualities  constituting  corporations,  will 
show,  that  all  such  powers  or  incidents  are  merely  convenient 
and  desirable  authorities  or  modes  of  action,  added  to  and  en- 
grafted upon  the  creation  of  a  body  politic;  not  the  legal  attri- 
butes absolutely  essential  to  a  corporation,  and  denoting  its 
existence  as  such. 

Amongst  us,  as  in  England,  bodies  politic  or  corporate  may 
exist  where  the  ultimate  personal  liability  is  still  retained.  The 
personal  liability  is  indeed  suspended  in  such  cases,  and  for  a 
time  merged  in  that  of  the  artificial  corporate  person ;  but  there 
may  be  an  ulterior  recourse  to  the  corporators  when  the  former 
fails.  Many  corporate  banks  in  other  states  are  so  constituted, 
and  with  us  some  chartered  companies  for  insurance,  etc.,  some 
for  an  indefinite,  others  to  a  limited  ext^it  beyond  the  capitaL 
Corporate  bodies  may  exist  also  without  transferability  of  the 
rights  of  the  corporators;  for  a  large  majority  of  our  literaiy 
and  charitable,  as  well  as  all  our  municipal  corporations,  are  so. 
On  the  other  hand,  by  our  own  common  law  as  it  would  exist 
now,  independently  of  statutory  restrictions,  associations  might 
be  formed  and  trusts  created,  having  every  one  of  the  above 
enumerated  characteristics,  which  have  been  insisted  upon  as  es- 
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sential  to  a  corporation,  except  that  personality  whicli  I  before 
stated  as  forming  its  strict  and  necessary  essential  legal  defini- 
tion. The  present  joint  stock  companies  of  England  afford  preg- 
nant examples,  showing  how  many  of  these  attributes  may  be 
embodied  in  voluntary  associations  which  are  confessedly  not 
corporations. 

In  fact  the  line  may  be  very  faint,  and  depending  wholly 
npon  the  purely  legal  and  technical  character  conferred,  whether 
a  joint  stock  association  or  a  trust,  freed  by  law  from  certain 
positive  restraints  imposed  by  our  modem  statutes,  be  a  corpora- 
tion or  not.  The  Tontine  trust,  before  mentioned,  is  managed 
by  directors  annually  elected  by  stockholders;  its  real  estate  is 
held  by  trustees,  continuing  their  trust  from  hand  to  hand,  dur- 
ing the  lives  of  the  original  nominees  and  the  survivors  of  them, 
with  transferable  shares,  and  wholly  without  personal  liability. 
For  the  reasons  already  stated,  the  eminence  of  the  counsel  (the 
late  R.  Harrison)  who  prepared  the  trust,  and  the  frequency 
with  which  its  legal  character  must  have  passed  in  review  before 
lawyers  and  courts,  and  always  without  objection,  it  may  well 
be  regarded  sa  sanctioned  judicially.  It  is  a  valid  trust.  Add 
to  it  a  legislative  charter,  making  the  associates  a  body  corporate 
end  no  more,  what  then  is  the  effect*  Simply  to  give  a  different 
technical  character,  an  artificial  individuaUty  in  Chief  Justice 
Marshall's  phrase,  a  different  mode  of  standing  in  courts. 

Such  was  the  actual  history  of  the  Albany  Exchange.  It  was 
a  joint  stock  company,  formally  decided  to  be  valid.  19  Wen- 
dell's Rep.  427.  A  year  or  two  after  (1837),  it  appears  by  our 
statute  book  to  have  been  incorporated,  but  there  is  probably  but 
little  difference,  besides  the  greater  convenience  of  the  corporate 
body,  between  the  former  organization  and  the  present 

The  trusts  specially  permitted  by  an  act  of  last  year.  Statutes 
of  1839,  ch.  174,  for  the  benefit  of  that  singular  people  called 
Shakers,  were  nothing  more  than  exemptions  from  the  recent 
restrictions  of  trusts.  They  were  authorized  to  continue,  en- 
large and  manage  their  property,  by  trasts,  as  they  had  done 
before  the  change  in  that  title  of  our  law  effected  by  the  revised 
statutes.  Had  the  law,  in  addition  to  this,  made  every  Shakers' 
United  Society  a  body  corporate,  without  otherwise  varying  the 
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original  trust,  the  only  change  would  have  been  the  conversion 
of  a  trust  into  an  artificial  legal  person,  with  the  same  effect 
substantially  as  to  the  interests  of  those  beneficially  interested. 

Our  act  for  general  religious  incorporations  regulates  the  in* 
corporation  of  churches  of  all  religious  denominations  (other 
than  those  provided  for  in  the  first  and  second  sections)  by 
trustees,  who  are  to  be  a  body  corporate. 

Those  who  have  had  occasion  to  look  into  the  mode  in  which 
dissenting  religious  trusts  are  held  in  England,  as  I  presume 
they  were,  in  the  same  manner,  in  New  York  when  a  oolcmy,  will, 
I  think,  perceive  that  our  statute  adds  little  more  than  a  con- 
venient corporate  character  to  powers  elsewhere,  and  formerly 
here,  exercised  under  trusts. 

AU  these  considerations  lead  me  to  the  conviction  that,  for  the 
purpose  of  constitutional  interpretation,  we  must  look  to  the 
strict  legal  meaning  of  the  phrase  body  politic  or  corporate,  and 
not  to  those  circumstances  or  adjuncts,  which  amount  only  to 
the  descriptions  of  the  manner  in  which  such  bodies  are  very 
frequently  constituted  when  used  for  purxMwes  of  profit  If 
this  be  regarded  as  a  very  strict  rule  of  interpretation,  let  it 
also  be  remembered,  that  it  is  applied  where  such  strictness  is 
most  appropriate,  in  the  interpretation  of  a  provision,  restrain- 
ing the  general  sovereign  power  of  the  state  expressing  the  pub- 
lic will  through  a  majority  of  the  people's  representatives. 

There  is  yet  another  rule  of  interpretation,  which  it  is  proper 
to  state  before  proceeding  to  examine  whether  the  associations 
organized  under  the  banking  law  are  or  are  not  corporations. 

Corporate  rights  are  well  defined  by  Chancellor  Kent  and 
others  to  be  ** franchises  or  peculiar  privileged  grants,"  of  the 
nature  of  incorporeal  property.  Such  franchises,  when  they  are 
granted  for  pecuniary  or  other  purposes  valuable  to  private  in- 
terests, are  of  the  nature  of  monopolies,  and  are  always  granted 
exclusively  by  the  sovereign  power,  directly  or  indirectly.  It  is 
a  well-known  fact,  admitted  on  all  sides,  that  it  was  part  of  the 
policy  and  intent  of  our  amended  constitution,  to  prevent,  by  a 
constitutional  and  fixed  limitation  of  the  legislative  authority, 
the  influence  of  corruption  or  interest  upon  the  legislature,  as 
well  as  the  abuse  of  political  favoritism,  and  the  dangerous 
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union  of  political  with  pecuniary  power.  The  claiiBe  so  designed, 
ihongh  so  general  in  its  terms  as  to  include  even  academies  and 
village  corporations,  it  is  not  doubted,  referred  in  its  policy 
wholly  to  the  monopoly  privileges  of  chartered  capital,  and  es- 
pecially to  banks. 

Here,  then,  in  my  view,  arises  another  branch  of  inquiry; 
and  the  two  distinct  objects  of  examination  are  these:  (1)  Do 
these  banking  associations  fall  within  the  right  legal  definition 
of  the  word  '^ bodies  politic  or  corporate,"  as  before  explained 
and  established t  (2)  Do  they  come  within  the  policy  and  in- 
tent of  the  framers  of  the  constitution  or  of  the  people  who 
ratified  itf 

The  most  pecidiar,  and  the  strictly  essential  characteristic  of  a 
corporate  body,  which  makes  it  to  be  such,  and  not  some  other 
thing  in  legal  contemplation,  is  the  merging  of  the  individuals 
composing  the  aggregate  body  into  one  distinct,  artificial  indi- 
vidual existence.  Now  this  is  not  found  in  the  associations  under 
the  act.  A  corporation  can  sue  and  be  sued  only  by  its  corporate 
name.  It  can  act  only  according  to  the  letter  of  the  law  creating 
it.  ^'It  derives  all  its  powers  from  that  act,"  says  Chief  Justice 
Marshall,  ''and  is  capable  of  exercising  its  faculties  only  in  the 
manner  which  that  act  authorizes."  It  has  no  natural  powers 
which,  in  its  discretion,  it  may  exercise  or  not.  It  can  exercise 
none  of  those  other  powers,  and  possesses  none  of  those  other 
rights  which  the  individuals  composing  it  could  possess  and 
exercise,  were  it  a  mere  society  or  partnership.  Not  so  as  to  these 
associations.  By  this  act,  suits  on  behalf  of  such  associations  may 
be  brought  in  the  name  of  the  president.  Persons  having  claims 
against  the  company  may  maintain  their  actions  against  the 
president.  But  there  is  no  reason,  except  that  of  mere  conve- 
nience, why  the  association  may  not  also  sue  and  be  sued  under 
their  several  real  names,  as  other  partners  may.  This  reason  of 
convenience,  it  is  obvious,  would  not  apply  where  the  company 
was  composed  of  a  few  persons,  as  if,  for  example,  one  of  our 
great  banking  firms  were  to  come  under  the  law. 

It  was  indeed  argued  that  the  technical  construction,  which 
gives  to  m^iy  the  meaning  of  must  or  shall,  applies  here.  But 
that  construction  holds  only  when  there  is  a  previous  duly,  to 
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whieh  the  statute  adds  some  new  power  or  authorily,  as  in  the' 
case  of  a  publie  officer;  or  where  from  other  reasons  it  is  mani- 
fest that  (to  use  Judge  Story's  words)  "the  legislature  meant 
to  impose  an  absolute  duty,  not  to  give  a  discretionary  power;" 
otherwise,  as  he  says,  ''the  ordinary  use  of  language  must  be 
presumed  to  be  intended,  unless  it  would  defeat  the  provisions 
of  the  act/'  1  Peters'  Eep.  64.  The  ordinary  popular  dis- 
cretionary sense  of  the  word  may  is  also  the  ordinary  legal  one. 
The  other  is  the  exception.  In  our  revised  statutes,  the  words 
may  and  shaU  are  so  used  and  distinguished.  So  they  are  in  our 
annual  legislation,  as  when  it  is  said  of  a  company  that  it  m<iy 
hold  real  estate,  may  take  a  certain  rate  of  toUs,  may  borrow 
money.    •    •    • 

Again,  these  associations  do  not  act  by  a  corporate  name  and 
seal,  but  by  another  mode  familiar  to  our  law.  They  can  centract 
through  their  president,  as  a  limited  partnership  must  through  its 
general  partner.  They  are  authorized  to  sue  and  be  sued  through 
him;  as  Judge  Cowen  observes:  **The  power  of  the  legislature 
to  give  a  right  of  action  to  one  man  in  hia  own  name  for  a  debt 
due  to  another,  has  always  been  exercised  from  our  earliest  legal 
history,  and  it  is  now  too  late  to  call  it  in  question."  I  refer 
to  the  several  legislative  and  judicial  authorities  which  he  has 
collected  in  his  opinion  on  these  cases.  They  can  not  hold  real 
estate  as  a  corporation  does,  or  contract  concerning  it  by  their 
own  name  and  common  seal;  but,  like  partnerships,  they  can 
have  an  equitable  and  beneficial  interest  in  land.  Collyer,  70,  76. 
Their  president  takes  as  a  trustee,  and  the  aaaociates  are  but 
beneficiaries. 

How  then  are  these  associations  to  be  regarded  in  legal  cour 
templationf 

I  assent  fully  to  the  conclusive  reasoning  of  the  counsel,  who 
chiefly  pressed  this  part  of  the  argument  (Mr.  Kent),  that  they 
are  copartnerships  relieved  from  the  inhibitions  of  the  restrain- 
ing act,  and  thus  allowed  to  carry  on  banking  business  under 
certain  conditions.  The  policy  of  the  state  has  prohibited  its 
citizens  from  issuing  paper  for  circulation  as  money,  or  from 
assoeiating  together  for  certain  banking  purposes.  1  R.  S.  711. 
It  reserved  those  privileges  for  corporate  banks.     The  act  to 
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authorize  the  business  of  banking  repealed  that  prohibition  pro 
tanto,  as  to  all  individuals  or  companies  who  would  comply  with 
its  conditions.  The  associations  in  question  are  partnerships 
complying  with  those  conditions,  and  thus  exempted^  as  any 
other  citizens  may  be  on  the  same  termSy  from  the  operation  of 
a  statutory  restraint  of  general  right,  which  is  still  binding  on 
all  who  will  not  comply  with  the  conditions.  This  is  so  far  in 
close  analogy  to  the  law  of  special  partnership,  where  exemption 
from  the  general  liability  imposed  by  the  law  is  tendered  to  all 
who  comply  strictly  with  the  provisions  of  the  statute.  The 
articles  and  certificate  in  this  act  correspond  to  the  certificate 
setting  forth  the  names  of  partners,  amount  of  capital,  time  of 
termination  and  nature  of  business,  required  by  the  title  of 
** Limited  Partnerships,"  1  R.  S.  764,  and  with  the  articles  which 
every  such  copartnership  must  have.  The  general  partner 
there  is  authorized  to  transact  business  and  contract  for  the 
rest;  so,  though  with  less  authority,  is  the  president  here.  The 
mode  of  suing  and  being  sued  is  precisely  the  same  in  both 
cases.    •    •    • 

On  the  question  being  put,  shM  these  judgments  be  reversed? 
all  the  members  of  the  court,  with  but  a  single  exception  (twenty- 
three  being  present),  voted  in  the  negative.  Whereupon  the  judg- 
ments of  the  supreme  court  were  affirmed.  The  court  thereupon 
adopted  the  following  resolutions: 

1.  ^'Resolved,  That  the  law  entitled  'An  act  to  authorize  the 
business  of  banking,'  passed  18th  April,  1838,  is  valid,  and  w&s 
constitutionally  enacted,  although  it  may  not  have  received  the 
assent  of  two-thirds  of  the  members  elected  to  each  branch  of 
the  legislature."  This  resolution  was  adopted  by  a  vote  of  23 
tol. 

2.  '^Resolved,  That  the  associations  organized  in  conformity 
with  the  provisions  of  the  act  entitled  'An  act  to  authorize  the 
business  of  banking,'  passed  April  1, 1838,  are  not  bodies  politic 
or  corporate,  within  the  spirit  and  meaning  of  the  constitution." 
This  resolution  was  adopted  by  a  vote  of  22  to  3. 
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Examples  Showing   When  a  Corporation  is  Considered  as  a 
Person,  a  Collection  of  Persons,  a  Franchise.^ 

1.    As  a  Person. 

The  Railroad  Tax  Cases. 

COUNTY  OF  SAN  MATEO  v.  SOUTHERN  PACIFIC  E.  CO. 

13  Federal  Reporter  722.    1882. 

Action  to  recover  taxes  and  penalty  of  the  Sonfhem  Pacific 
Railroad  Company,  a  corporation  formed  under  the  laws  of 
California.  By  the  California  constitution  all  property,  with 
certain  exceptions,  is  to  be  taxed  according  to  its  value;  but  in 
ascertaining  the  value  of  property  owned  by  individuals  the 
amount  unpaid  of  any  mortgage  upon  it  is  to  be  deducted  from 
the  assessed  value,  and  the  tax  levied  on  the  balance,  as  against 
the  owner.  ''The  franchise,  roadway,  roadbed,  rails  and  rolling 
stock  of  all  railroads  operated  in  more  than  one  county,"  are  to 
be  assessed  at  their  actual  value  and  apportioned  to  the  various 
municipal  subdivisions  in  proportion  to  mileage,  without  any 
deductions  for  any  mortgages  on  the  property.  Also,  the  statutes 
provide  for  notice  and  hearing  by  the  parties  affected  before 
the  assessment  is  complete,  in  all  cases  except  railroads  operated 
in  more  than  one  county. 

The  railroad  company  claimed :  That  the  assessment,  because 
no  deductions  for  mortgages  were  allowed,  as  in  other  cases,  had 
the  effect  of  denying  it  the  equal  protection  of  the  laws  guar- 
anteed by  the  14th  amendment  of  the  United  States  constitution; 
also,  that  the  fact  that  no  notice  was  provided  for,  deprived  it 
of  its  property  without  due  process  of  law,  contrary  to  the  same 
amendment. 

The  county  claimed:  That  the  state's  authority  to  tax  is  un- 
limited except  by  the  United  States  constitution;  that  the  United 
States  constitution  did  not  forbid  the  classification  of  property 
for  taxation;  that  the  14th  amendment  did  not  apply;  that  cor- 
porations were  not  persons  within  the  meaning  of  the  amend- 


*See  Sec.  1204,  Vol.  9,  Cyclopedia  of  Law. 
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ment ;  that  the  statute  requiring  a  statement  of  property  by  the 
railroad  company  was  sufficient  notice;  and,  that  the  provisions 
relative  to  taxation  of  railroads  are  to  be  treated  as  conditions 
upon  the  continued  existence  of  the  corporations. 

Field,  J.  •  •  •  The  fourteenth  amendment  of  the  consti- 
tution,  in  declaring  that  no  state  shall  deny  to  any  person  within 
its  jurisdiction  the  equal  protection  of  the  laws,  imposes  a  limita- 
tion upon  the  exercise  of  all  the  powers  of  the  state  which  can 
touch  the  individual  or  his  property,  including  among  them  that 
of  taxation.  "What  ever  the  state  may  do,  it  can  not  deprive  any 
one  within  its  jurisdiction  of  the  equal  protection  of  the  laws. 
And  by  equal  protection  of  the  laws  is  meant  equal  security 
under  them  to  every  one  on  similar  terms— in  his  life,  his  liberty, 
his  property,  and  in  the  pursuit  of  happiness.  It  not  only  im- 
plies the  right  of  each  to  resort,  on  the  same  terms  with  others, 
to  the  courts  of  the  country  for  the  security  of  his  person  and 
property,  the  prevention  and  redress  of  wrongs  and  the  enforce- 
ments of  contracts,  but  also  his  exemption  from  any  greater 
burdens  or  charges  than  such  as  are  equally  imposed  upon  all 
others  under  like  circum^ances. 

Unequal  exactions  in  every  form,  or  under  any  pretense,  are 
absolutely  forbidden;  and,  of  course,  unequal  taxation,  for  it  is 
in  that  form  that  oppressive  burdens  are  usually  laid.  It  is  not 
possible  to  conceive  equal  protection  under  any  system  of  laws 
where  arbitrary  and  unequal  taxation  is  permissible;  where  dif- 
ferent persons  may  be  taxed  on  their  property  of  the  same  kind, 
similarly  situated,  at  different  rates;  where,  for  instance,  one 
may  be  taxed  at  1  per  cent,  on  the  value  of  his  property,  another 
at  2  or  5  per  cent.,  or  where  one  may  be  thus  taxed  according 
to  his  color,  because  he  is  white,  or  black,  or  brown,  or  yellow,  or 
according  to  any  other  rule  than  that  of  a  fixed  rate  propor- 
tionate to  the  value  of  his  property.    •    •    • 

If  we  may  now  look  at  the  scheme  of  taxation  prescribed  by 
the  constitution  of  California  for  the  property  of  railroad  com- 
panies, we  shall  perceive  a  flagrant  departure  from  the  rule  of 
equality  and  uniformity  so  essential  to  equality  in  the  distribu- 
tion of  the  burdens  of  government.  Whenever  an  individual 
holds  property  incumbered  with  a  mortgage  he  is  assessed  at  its 
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value,  after  deducting  from  it  the  amount  of  the  mortgage.  If 
a  railroad  company  holds  property  subject  to  a  mortgage,  it  is 
assessed  at  its  full  value,  without  any  deduction  for  the  mort- 
gage; that  is,  as  though  the  property  were  unincumbered.  The 
inequality  and  discriminating  character  of  the  procedure  will  be 
apparent  by  an  illustration  given  by  counsel.  Suppose  a  private 
person  owns  a  farm  which  is  valued  at  $100,000,  and  is  incum- 
bered with  a  mortgage  amounting  to  $80,000;  he  is,  in  that  case, 
assessed  at  $20,000;  if  the  rate  of  taxation  be  2  per  cent.,  he 
would  pay  $400  taxes.  If  a  railroad  corporation  owns  an  ad- 
joining  tract  worth  $100,000,  which  is  also  incumbered  by  a 
mortgage  for  $80,000^  it  would  be  assessed  for  $100,000,  and  be 
required  to  pay  $2,000  taxes,  or  five  times  as  much  as  the  private 
person.  There  is  here  a  discrimination  too  palpable  and  gross 
to  be  questioned,  and  such  is  the  nature  of  the  discrimination 
made  against  the  Southern  Pacific  Railroad  Company  in  the  taxa- 
tion of  its  property.  Nothing  can  be  clearer  than  that  the  rule  of 
equality  and  uniformity  is  thus  entirely  disregarded.    *    *    * 

Is  the  defendant,  being  a  corporation,  a  peraon  within  the 
meaning  of  the  fourteenth  amendment,  so  as  to  be  entitled,  with 
respect  to  its  property,  to  the  equal  protection  of  the  laws?  The 
learned  counsel  of  the  plaintiff  and  the  attorney-general  of  the 
state  take  the  negative  of  this  question,  and  assert  with  much 
earnestness  that  the  amendment  applies,  and  was  intended  to 
apply,  only  to  the  newly-made  citizens  of  the  African  race,  and 
should  be  limited  to  their  protection.    •    •    • 

In  the  Dartmouth  College  case  it  was  urged  that  the  charter 
of  the  college  was  not  a  contract  contemplated  by  the  constitu- 
tion, because  no  valuable  consideration  passed  to  the  king  as  an 
equivalent  for  the  grant,  and  that  contracts  merely  voluntary 
were  not  within  the  prohibition.  But  Chief  Justice  Marshall, 
after  showing  that  the  charter  was  a  contract  upon  a  valuable 
consideration,  said: 

''It  is  more  than  possible  that  the  preservation  of  rights  of 
this  description  was  not  particularly  in  view  of  the  framera  of 
the  constitution  when  the  clause  under  consideration  was  intro- 
duced into  that  inatrument.  It  is  probable  that  interferences 
of  more  frequent  recurrence,  to  which  the  temptation  was 
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stronger  and  of  which  the  mischief  was  more  eztensivey  con- 
stitated  the  great  motive  for  imposing  this  restriction  on  the 
state  legislatures.  But  although  a  particular  and  a  rare  case 
may  not,  in  itself,  be  of  sufBcient  magnitude  to  induce  a  rule, 
yet  it  must  be  governed  by  the  rule  when  established,  unless 
some  plain  and  strong  reason  for  excluding  it  can  be  given." 
And  again,  'Hhe  case  being  within  the  words  of  the  rule  must 
be  within  its  operation  likewise,  unless  there  be  something  in  the 
literal  construction  so  obviously  absurd  or  mischievous,  or  re- 
pugnant to  the  general  spirit  of  the  instrument,  as  to  justify 
those  who  expound  the  constitution  in  making  it  an  excepticm." 
4  Wheat.  644. 

Following  that  authority,  we  can  not  adopt  the  narrow  view 
for  which  counsel  contend,  and  limit  the  application  of  the  pro- 
hibition of  the  fourteenth  amendment  to  legislation  touching 
members  of  the  enfranchised  race.  It  has  a  much  broader  operar 
tion.  It  does  not,  indeed,  place  any  limit  upon  the  subjects,  in 
reference  to  which  the  states  may  legislate.  It  does  not  inter- 
fere with  their  police  i)ower.  Upon  every  matter  upon  which 
previously  to  its  adoption  they  could  act,  they  may  still  act 
They  can  l^islate  now,  as  they  always  could,  to  promote  the 
health,  good  order  and  peace  of  the  communily;  to  develop  their 
resources,  increase  their  industries  and  advance  their  pro^erity; 
but  it  does  require  that  in  all  such  legislation  hostile  and  partial 
discrimination  against  any  class  or  person  shall  be  avoided;  that 
the  state  shall  impose  no  greater  burdens  upon  anyone  than 
upon  others  of  the  community  under  like  circumstances,  nor  de- 
prive anyone  of  rights  which  others  similarly  situated  are 
allowed  to  enjoy.  It  forbids  the  state  to  lay  its  hands  more 
heavily  upon  one  than  upon  another,  under  like  conditions.  It 
stands  in  the  constitution  as  a  perpetual  shield  against  all  un- 
equal and  partial  legislation  by  the  states,  and  the  injustice 
which  follows  from  it,  whether  directed  against  the  most  humble 
or  the  most  powerful;  against  the  despised  laborer  from  China, 
or  the  envied  master  of  millions.    •    •    •   ' 

Private  corporations  are,  it  is  true,  artificial  persons,  but, 
with  the  exception  of  a  sole  corporation,  with  which  we  are  not 
concerned,  they  consist  of  aggregations  of  individuals  united 
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for  some  legitimate  btisiness.  In  this  state  they  are  formed 
under  the  general  laws;  and  the  civil  code  provides  that  they 
"may  be  formed  for  any  purpose  for  which  individuals  may 
lawfully  associate  themselves."  Any  five  or  more  persons  may 
by  voluntary  association  form  themselves  into  a  corporation. 
And,  as  a  matter  of  fact,  nearly  all  enterprises  in  this  state 
requiring  for  their  execution  an  expenditure  of  large  capital 
are  undertaken  by  corporations.  They  engage  in  commerce;  they 
build  and  sail  ships;  they  cover  our  navigable  streams  with 
steamers ;  they  construct  houses ;  they  bring  the  products  of  earth 
and  sea  to  market;  they  light  our  streets  and  buildings;  they 
open  and  work  mines;  they  carry  water  into  our  cities;  they 
build  railroads,  and  cross  mountains  and  deserts  with  them;  they 
erect  churches,  colleges,  lyceums  and  theaters;  they  set  up  manu- 
factories, and  keep  the  spindle  and  shuttle  in  motion;  they  es- 
tablish banks  for  savings ;  they  insure  against  accidents  on  land 
and  sea ;  they  give  policies  on  life ;  they  make  money  exchanges 
with  all  parts  of  the  world ;  they  publish  newspapers  and  books, 
and  send  news  by  lightning  across  the  continent  and  under  the 
ocean.  Indeed,  there  is  nothing  which  is  lawful  to  be  done  to 
feed  and  clothe  our  people,  to  beautify  and  adorn  their  dwell- 
ings, to  relieve  the  siok,  to  help  the  needy  and  to  enrich  and  en- 
noble humanity,  which  is  not  to  a  great  extent  done  through  the 
instrumentalities  of  corporations.  There  are  over  500  corpora- 
tions in  this  state;  there  are  30,000  in  the  United  States,  and 
the  aggregate  value  of  their  property  is  several  thousand 
millions.* 

It  would  be  a  most  singular  result  if  a  constitutional  provision, 
intended  for  the  protection  of  every  person  against  partial  and 
discriminating  legislation  by  the  states,  should  cease  to  exert 
such  protection  the  moment  the  person  becomes  a  member  of  a 
corporation.  We  can  not  accept  su<5h  a  conclusion.  On  the  con- 
trary, we  think  that  it  is  well  established  by  numerous  adjudica- 
tions of  the  supreme  court  of  the  United  States  and  of  the  sev- 
eral states,  that  whenever  a  provision  of  the  constitution,  or  of  a 


*Tlie  nnmber  of  oorporatloiMi  here  stated  is  much  lees  than  the  number 
actually  existing.   There  are  oyer  6,000  corporations  in  Oalifomla  alone. 


Digitized  by 


Google 


20  DBFINITION  AND  GENERAL  IDEA. 

law,  guarantees  to  persons  the  enjoyment  of  property,  or  affords 
to  them  meam  for  its  protection,  or  prohibits  legislation  injur- 
ioiisly  affecting  it,  the  benefits  of  the  provision  extend  to  cor- 
porations, and  that  the  courts  tuiU  always  look  beyottd  the  name 
of  the  artificial  being  to  the  individv^ds  whom  it  represents. 

The  constitution,  in  defining  the  judicial  power  of  the  United 
States,  declares  that  it  shall  extend  to  ^'controversies  between 
citizens  of  different  states;"  and  in  the  case  referred  to  by  Mr. 
Justice  Washington,  the  question  arose  whether  a  corporation 
composed  of  citizens  of  one  state  could  sue,  in  the  circuit  court 
of  the  United  States,  a  citizen  of  another  state,  and  it  was  held 
that  it  could.  In  deciding  the  question,  the  court,  speaking 
through  Chief  Justice  Marshall,  said: 

''However  true  the  fact  may  be  that  the  tribunals  of  the  state 
will  administer  justice  as  impartially  as  those  of  the  nation  to 
parties  of  every  description,  it  is  not  less  true  that  the  constitu- 
tion itself  either  entertains  apprehension  on  this  subject,  or  views 
with  such  indulgence  the  possible  fears  and  apprehensions  of 
suitors,  that  it  has  established  national  tribunals  for  the  decision 
of  controversies  between  aliens  and  citizens,  or  between  citizens 
of  different  states.  Aliens  or  citizens  of  different  states  are  not 
less  susceptible  of  these  apprehensions,  nor  can  they  be  sup- 
posed to  be  less  the  objects  of  constitutional  provision  because 
they  were  allowed  to  sue  by  a  corporate  name.  That  name,  in- 
deed, can  not  be  an  alien  or  a  citizen,  but  the  persons  whom  it 
represents  may  be  the  one  or  the  other,  and  the  controvert  is, 
in  fact  and  in  law,  between  those  persons  suing  in  their  cor- 
porate character,  by  their  corporate  names,  for  a  corporate  right, 
and  the  individual  against  whom  the  suit  may  be  instituted. 
Substantially  and  essentially  the  parties  in  such  a  case,  where 
the  members  of  the  corporation  are  aliens  or  citizens  of  a  dif- 
ferent state  from  the  opposite  party,  come  within  the  spirit  and 
terms  of  the  jurisdiction  conferred  by  the  oonstituti(m  of  the 
national  tribunals.  Such  has  been  the  universal  understanding 
on  the  subject.  Repeatedly  has  this  court  decided  causes  be- 
tween a  corporation  and  an  individual  without  feeling  a  doubt 
respecting  its  jurisdiction.** 

The  same  point  was  presented  in  another  form  in  the  case  of 
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Marriiall  v.  Baltimore  &  0.  R.  Co.,  16  How.  326.  There  the 
question  was  whether  a  citizen  of  one  state  could  sae  in  the 
circuit  court  of  the  United  States  a  corporation  of  another  state^ 
and  a  similar  conclusion  was  reached.  After  referring  to  the 
clause  of  the  constitution  extending  the  judicial  power  of  the 
United  States  to  controversies  between  citizens  of  different  states, 
the  court  proceeded  to  consider  the  objections  urged  to  treating 
a  corporation  as  a  citizen,  so  far  as  it  might  be  necessary  to 
protect  the  corporators. 

'*A  corporation,"  observed  Mr.  Justice  Grier,  speaMng  for 
the  court,  ^'it  is  said  is  an  artificial  person,  a  mere  legal  entity, 
invisible  and  intangible.  This  is  no  doubt  metaphysically  true 
in  a  certain  sense.  The  inference,  also,  that  such  an  artificial 
entity  'can  not  be  a  citizen'  is  a  logical  conclusion  from  the 
premises,  which  can  not  be  denied.  But  a  citizen  who  has  made 
a  contract  and  has  a  controversy  with  a  corporation  may  also 
say,  with  equal  truth,  that  he  did  not  deal  with  a  mere  metaphys- 
ical abstraction,  but  with  natural  persons;  that  his  writ  has  not 
been  served  on  an  imaginary  entity,  but  on  men  and  citizens, 
and  that  his  contract  was  made  with  them  bb  the  legal  represen- 
tatives of  numerous  unknown  associates,  or  seeret  and  dormant 
partners. 

''The  necessities  and  conveniences  of  trade  and  business  re- 
quire that  such  numerous  associates  and  stockholders  should  act 
by  representation,  and  have  the  faculty  of  contracting,  suing 
and  being  sued  in  a  fictitious  or  collective  name.  But  these  im- 
portant faculties,  conferred  on  them  by  state  legislation,  for 
their  own  convenience,  can  not  be  wielded  to  deprive  others  of 
acknowledged  rights.  It  is  not  reasonable  that  those  who  deal 
with  such  persons  should  be  deprived  of  a  valuable  privilege 
by  a  syllogism,  or  rather  sophism,  which  deals  subtly  with  words 
and  names,  without  regard  to  the  things  or  persons  they  are 
used  to  represent." 

The  fifth  amendment  to  the  constitution  declares  that— 

"No  person  shall  be  held  to  answer  for  a  capital  or  otherwise 
infamous  crime,  unless  on  a  presentment  or  indictment  of  a 
grand  jury,  except  in  cases  arising  in  the  land  or  naval  forces, 
or  in  the  militia,  when  in  actual  service  in  time  of  war  or  public 
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danger;  nor  shall  any  person  be  subject  for  the  same  oflfense 
to  be  put  twice  in  jeopardy  of  life  or  limb;  nor  shall  be  com- 
pelled in  any  criminal  case  to  be  a  witness  against  himself,  nor 
be  deprived  of  life,  liberty  or  property  without  due  process  of 
law ;  nor  shall  private  property  be  taken  for  public  use  without 
just  compensation." 

From  the  nature  of  the  prohibitions  in.  this  amendment  it 
would  seem,  with  the  exception  of  the  last  one,  as  though  they 
could  apply  only  to  natural  persons.  No  others  can  be  wit- 
nesses; no  others  can  be  twice  put  in  jeopardy  of  life  or  limb, 
or  be  compelled  to  be  witnesses  against  themselves;  and,  there- 
fore, it  might  be  said  with  much  force,  that  the  word  ** person" 
there  used  in  connection  with  the  prohibition  against  the  depriva- 
tion of  life,  liberty  and  property  without  due  process  of  law, 
is  in  like  manner  limited  to  a  natural  person.  But  such  has  not 
been  the  construction  of  the  courts.  A  similar  provision  is  found 
in  nearly  all  of  the  state  constitutions;  and  everywhere,  at  all 
times  and  in  all  courts,  it  has  been  held,  either  by  tacit  assent 
or  express  adjudication,  to  extend,  so  far  as  their  property  is 
concerned,  to  corporations.  And  this  has  been  because  the  prop- 
erty of  a  corporation  is  in  fact  the  property  o^  the  corporators. 
To  deprive  the  corporation  of  its  property,  or  to  burden  it,  is  in 
fact  to  deprive  the  corporators  of  their  property  or  to  lessen  its 
value.  Their  interest,  undivided  though  it  be,  and  constituting 
only  a  right  during  the  continuance  of  the  corporation  to  par- 
ticipate in  its  dividends,  and  on  its  dissolution  to  receive  a 
proportionate  share  of  its  assets,  has  an  appreciable  value,  and 
is  property  in  a  commercial  sense,  and  whatever  affects  the 
property  of  the  corporation  necessarily  affects  the  commercial 
value  of  their  interests.  If,  for  example,  to  take  the  illustra- 
tion given  by  counsel,  a  corporation  created  for  banking  pur- 
poses acquires  land,  notes,  stocks,  bonds  and  money,  no  stock- 
holder can  claim  that  he  owns  any  particular  item  of  thia  prop- 
erty, but  he  owns  an  interest  in  the  whole  of  it,  which  the  courts 
will  protect  against  unlawful  seizure  or  appropriation  by  others, 
and  on  the  dissolution  of  the  company  he  will  receive  a  propor- 
tionate share  of  its  assets.  Now,  if  a  statute  of  the  state  takes 
the  entire  property,  who  suffers  loss  by  the  legislation?    Whose 
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property  is  taken  t  Certainly,  the  corporation  is  deprived  of 
its  property;  but  at  the  same  time,  in  every  just  sense  of  the 
constitutional  guaranty,  corporators  are  also  deprived  of  their 
property. 

The  prohibition  against  the  deprivation  of  life  and  liberty  in 
the  same  clause  of  the  fifth  amendment  does  not  apply  to  cor- 
porations, because,  as  stated  by  counsel,  the  lives  and  liberties 
of  the  individual  corporators  are  not  the  life  and  liberty  of 
the  corporation. 

Nor  do  all  the  privileges  and  immunities  of  citizenship  attach 
to  corporations.  These  bodies  have  never  been  considered  citi- 
zens for  any  other  purpose  than  the  protection  of  the  property 
rights  of  the  corporators.  The  status  of  citizenship,  entitling  the 
citizen  to  certain  privileges  and  immunities  in  the  several  states, 
does  not  belong  to  corporations.  The  special  privileges  which 
citizens  acquire  by  becoming  incorporated  in  one  state  can  not, 
therefore,  be  exercised  in  another  state  without  the  latter 's  con- 
sent, as  was  held  in  Paul  v.  Virginia,  8  Wall.  168,  although  such 
consent  will  generally  be  presumed  in  the  absence  of  positive 
prohibition. 

Decisions  of  state  courts,  in  harmony  with  the  views  we  have 
expressed,  exist  in  great  numbers.  But  it  is  tumecessary  to  cite 
them.  It  is  sufiScient  to  add  that  in  all  text  writers,  in  all  codes, 
and  in  all  revised  statutes,  it  is  laid  down  that  the  term  ** person'' 
includes,  or  may  include,  corporations;  which  amounts  to  what 
we  have  already  said,  that  whenever  it  is  necessary  for  the  pro- 
tection of  contract 'or  property  rights,  the  courts  will  look 
through  the  ideal  entity  and  name  of  the  corporation  to  the  per- 
sons who  compose  it,  and  protect  them,  though  the  process  be 
in  its  name.  AU  the  guaranties  and  safeguards  of  the  constitu- 
tion for  the  protection  of  the  property  possessed  by  individuals 
may,  therefore,  be  invoked  for  the  protection  of  the  property  of 
corporations.  And  as  no  discriminating  and  partial  legislation, 
imposing  unequal  burdens  upon  the  property  of  individuals, 
would  be  valid  under  the  fourteenth  amendment,  so  no  legis- 
lation imposing  such  unequal  burdens  upon  the  property  of 
corporations  can  be  maintadned.  The  taxation,  therefore,  of  the 
property  of  the  defendcmt  upon  an  assessment  of  Us  value,  with- 
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out  a  deduction  of  the  mortgage  thereon,  is  to  that  extent 
invalid,    •    •    • 

We  are  satisfied  that  the  aaseasment  upon  which  they  were 
levied  is  invalid  and  void,  and  judgment  must  be  accordingly 
entered  on  the  demurrer  for  the  defendant,  and,  by  stipulation 
of  parties,  the  judgment  must  be  made  final. 

Sawteb,  G.  J.,  concurring.  The  facts  of  this  case  are  fully 
stated  by  Mr.  Justice  Field,  and  need  not  be  repeated  here.  The 
questions  presented  are  of  the  gravest  character,  and  of  the  ut- 
most importance  to  the  people  of  California.  While  I  concur, 
generally,  in  the  conclusions  and  in  the  line  of  argument  adopted 
by  my  associate,  I  shall  also  state  as  briefly  as  I  reasonably  can, 
considering  the  gravity  of  the  questions  discussed,  my  conclusion! 
upon  the  points  involved. 

1.  In  my  judgment,  the  word  ^'person^^  in  the  clause  of  the 
fourteenth  amendment  to  the  national  constitution,  ''No  state 
shall  •  •  •  deprive  any  person  of  Ufe,  liberty  or  property  with- 
out due  process  of  law,  nor  deny  to  any  person  the  equal  protec- 
tion of  the  law,^'  includes  a  private  corporation.  It  must,  at 
least,  through  the  corporation,  include  the  natural  persons  who 
compose  the  corporation,  and  who  are  the  beneficial  owners  of 
all  the  property,  the  technical  and  legal  title  to  which  is  in  the 
corporation  in  trust  for  the  corporators.  The  fact  that  the  cor- 
porators are  united  into  an  ideal  legal  entity,  called  a  corpora- 
tion, does  not  prevent  them  from  having  a  right  of  property 
in  the  assets  of  the  corporation  which  is  entitled  to  the  protec- 
tion of  this  clause  of  the  constitution.  Nor  does  the  interven- 
tion of  this  artificial  being  between  the  real  beneficial  owners  and 
the  state,  for  the  simple  purpose  of  convenient  management  of 
the  business,  enable  the  state,  by  acting  directly  upon  the  legal 
entity,  to  deprive  the  real  parties  beneficially  interested,  of  the 
protection  of  these  important  provisions.  In  the  language  of 
Mr.  Pomeroy,  one  of  the  counsel,  which  I  adopt:  *'Wlhatever 
be  the  legal  nature  of  a  corporation  as  an  artificial,  metaphys- 
ical being,  separate  and  distinct  from  the  individual  members, 
and  whatever  distinctions  the  common  law  makes  in  carrying  out 
the  technical  legal  conception  between  property  of  the  corpora- 
tion and  that  of  the  individual  members,  still,  in  applying  the 
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fundamental  guaranties  of  the  constitution^  and  in  thus  protect- 
ing the  rights  of  property^  these  metaphysical  and  technical  no- 
tions must  give  way  to  the  reality.  The  truth  can  not  be 
evaded  that,  for  the  purpose  of  protecting  rights,  the  property 
of  all  business  and  trading  corporations  is  the  property  of  the 
individual  corporators.  A  state  act  depriving  a  business  corpora- 
tion of  its  property  without  due  process  of  law  does,  in  fact, 
deprive  the  individual  corporators  of  their  properly.  In  this 
sense,  and  within  the  scope  of  these  grand  safeguards  of  private 
rights,  there  is  no  real  distinction  between  artificial  persons,  or 
corporations,  and  natural  persons."    •    •    • 


2.    As  a  Collection  of  Penom. 

THE  PEOPLE,  ETC.,  RESPONDENT,  v.  THE  NORTH 
RIVER  SUGAR  REPINING  COMPANY,  APPELLANT. 

121  N.  r.  582;  18  Am.  8t  Rep.  843.    1890. 

Appeal  from  judgment  of  the  general  term  of  the  supreme 
court  in  the  first  judicial  department,  entered  upon  an  order 
made  November  7,  1889,  which  affirmed  a  judgment  in  favor 
of  plaintiflf  entered  upon  a  verdict  directed  by  the  trial  court, 
and  affirmed  an  order  denying  a  motion  for  a  new  trial. 

This  action  was  brought  by  the  attorney-general  to  have  the 
defendant  ''dissolved,  its  charter  vacated  and  its  corporate 
existence  annulled."  This  complaint  alleged,  and  it  was  found 
that  defendant  is  a  corporation  organized  under  the  general 
manufacturing  act ;  that  it,  together  with  other  corporations  and 
firms,  in  violation  of  law  and  in  abuse  of  its  powers,  became  a 
party  to  and  carried  out  an  agreement  which  among  other  things 
provided  in  substance  as  follows : 

The  undersigned,  namely,  Havemeyers  &  Elder  [and  fourteen 
other  sugar  refining  partnerships  and  corporations  named,  in- 
cluding the  North  River  Sugar  Refining  Co.],  for  the  purpose 
of  forming  the  board,  hereinafter  provided  for,  and  the  other 
purposes  hereinafter  set  forth,  enter  into  the  following  agree- 
ment :    Name,  the  board  shall  be  designated  the  Sugar  Refineries 
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Company.  Objects:  To  promote  economy  of  administration, 
reduce  the  cost  of  refining,  and  keep  the  price  of  sugar  as  low 
as  is  consistent  with  reasonable  profit.  To  give  each  refining 
company  benefit  of  all  appliances  and  processes  known  or  used 
by  the  others,  useful  to  improve  quality,  and  diminish  cost  of 
sugar.  To  protect  against  unlawful  combinations  of  labor.  To 
prevent  the  lowering  of  the  standard  of  refined  sugars,  and 
generally  to  promote  the  interests  of  the  parties  hereto  in  all 
lawful  and  suitable  ways.  Board:  All  parties  hereto  not  cor- 
porations, to  become  such  before  deed  goes  into  eflPect ;  all  shares 
of  stock  of  each  corporation  to  be  transferred  to  a  board,  con- 
sisting of  eleven  persons,  any  member  to  be  removable  by  two- 
thirds  of  the  entire  board  for  incapacity  or  refusal  to  serve, 
vacancies  in  term  to  be  filled  by  vote  of  board,  at  end  of  terms 
by  election  of  certificate  holders,  at  an  annual  meeting  in  New 
York  City.  Board  to  make  by-laws  for  themselves,  act  by  proxy 
if  they  choose,  majority  to  be  a  quorum,  and  majority  of  quorum 
to  control,  except  in  appropriating  money,  a  majority  of  all, 
required;  members  of  board  to  be  members  of  boards  of  directors 
of  the  several  companies ;  shares  in  such  companies  to  be  trans- 
ferred to  them  in  order  to  qualify  them,  if  necessary;  members 
of  board  to  be  divided  into  three  classes,  first  to  serve  seven 
years  (each  being  named),  second,  five  years  (each  named),  and 
third,  three  years  (naming  them).  Officers:  Board  to  appoint 
a  president,  vice-president  and  treasurer  from  the  members  of 
the  board,  and  a  secretary  (not  necessarily  a  member  of  the 
board),  and  such  other  officers  as  necessary,  fixing  their  duties. 
Plans:  The  several  parties  hereto  to  maintain  their  separate 
organizations,  and  carry  on  and  conduct  their  own  business.  Cap- 
ital stock  of  each  corporation  to  be  transferred  to  the  board,  and 
certificates  not  exceeding  $50,000,000  (500,000  shares  of  $100 
each)  to  be  issued  by  the  board  to  each  refinery  in  proportion  to 
the  yalue  of  its  plant  as  fixed  by  appraisers  to  be  selected,  and 
each  stockholder  in  each  refinery  to  have  such  proportion  of  the 
certificates  issued  to  each  refinery  as  his  stock  bore  to  the  stock  of 
that  refinery,  except  15  per  cent,  of  the  shares  allotted  to  each 
refinery  to  be  left  with  the  board  to  be  disposed  of  for  the  pur- 
chase of  other  refineries  or  increasing  the  refining  capacity  of 
the  parties  hereto. 

The  certificate  provided  that  the  holder  was  entitled  to 

shares  in  the  sugar  refineries  company,  subject  to  the  provisions 
of  the  deed,  transferable  on  the  books  of  the  board  upon  sur- 
render, subject  to  right  to  increase  the  total  stock,  or  change  this 
deed,  and  the  assignee,  by  accepting  the  certificate  to  be  held 
to  agree  to  the  terms  of  the  deed,  or  changes  made  therein.    The 
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title  to  the  stock  of  the  corporations  to  be  in  the  members  of  the 
board  as  trustees,  strictly  as  joint  tenants  and  having  all  the 
rights  and  powers  incident  to  stockholders  in  the  several  corpora- 
tions, subject  to  the  provisions  of  this  deed.  Profits  of  each 
corporation  to  be  paid  to  the  board,  and  dividends  distributed 
by  the  board  to  certificate  holders.  Changes  in  the  deed  to  be 
made  by  a  majority  of  certificate  holders.  Other  refineries  to  be 
added  upon  terms  provided  by  the  board.  Custody  of  the  deed 
to  be  in  the  president  of  the  board,  with  sole  and  independent 
control,  and  not  to  be  shown  to  any  corporation,  firm  or  person 
whatsoever  except  by  express  direction  of  the  board. 

The  stockholders  of  the  North  River  Sugar  Refining  Company 
in  April,  1887,  at  a  meeting  when  all  the  trustees  were  present, 
appointed  a  committee  to  make  arrangements  to  consolidate  the 
sugar  refineries  of  New  York,  and  directed  the  president  and 
secretary  to  sign  such  contract  as  the  committee  should  make  for 
that  purpose.  The  secretary,  on  behalf  of  the  company,  in  Sep- 
tember signed  the  foregoing  deed  to  go  into  effect  in  October. 
In  November,  at  a  stockholders'  meeting,  the  powers  of  the  com- 
mittee and  the  president  and  secretary  were  revoked,  but  it  was 
recited  that  one  John  Searles,  Jr.,  had  offered  to  purchase  all  of 
the  stock  for  $325,000,  and  it  was  unanimously  resolved  that  a 
committee  be  appointed  to  deliver  it  to  him,  the  proceeds  to  be 
divided  in  proportion  to  the  ownership  of  shares  by  the  stock' 
holders.  Accordingly,  the  members  individually,  transferred 
their  shares,  indorsed  in  blank,  to  Searles,  who  was  a  member 
and  the  secretary  and  treasurer  of  the  board  created  by  the  deed 
above  set  forth ;  the  stock  was  by  Searles  transferred  to  the  board, 
and  it  issued  certificates  to  the  shareholders  to  the  amount  of 
$700,000,  less  15  per  cent.,  as  provided  by  the  deed ;  new  directors 
were  chosen  by  the  board,  Searles  became  president,  and  shortly 
afterward  the  works  of  the  North  River  Sugar  Refineries  Com- 
pany were  closed,  and  never  run  thereafter,  though  it  was  allotted 
its  share  of  dividends  for  its  certificate  holders. 

Finch,  J.  The  judgment  sought  against  the  defendant  is  one 
of  corporate  death.  The  state,  which  created,  asks  us  to  destroy ; 
and  the  penalty  invoked  represents  the  extreme  rigor  of  the  law. 
Its  infliction  must  rest  upon  grave  cause,  and  be  warranted 
by  material  misconduct.  The  life  of  a  corporation  is  indeed  less 
than  that  of  the  humblest  citizen,  and  yet  it  envelopes  great 
accumulations  of  property,  moves  and  carries  in  large  volume 
the  business  and  enterprise  of  the  people,  and  may  not  be  de- 
stroyed without  clear  and  abundant  reason.  That  would  be  true, 
even  if  the  legislature  should  debate  the  destruction  of  the  6or- 
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porate  life  by  a  repeal  of  the  corporate  charter;  but  is  beyond 
dispute  where  the  state  summons  the  offender  before  its  judicial 
tribunals,  and  submits  its  complaint  to  their  judgment  and  re- 
view. By  that  process  it  assumes  the  burden  of  establishing  the 
charges  which  it  has  made,  and  must  show  us  warrant  in  the 
facts  for  the  relief  which  it  seeks.    •    •    • 

Two  questions,  therefore,  open  before  us,  first,  has  the  defend- 
ant corporation  exceeded  or  abused  its  powers;  and  second,  does 
that  excess  or  abuse  threaten  or  harm  the  public  welfare. 

The  first  question  requires  us  to  ascertain  what  the  defendant 
corporation  has  done  in  violation  of  its  duty,  or  omitted  to  do  in 
performance  of  its  duty.  We  find  disclosed  by  the  proof  that  it 
has  become  an  integral  part  and  constituent  element  of  a  com- 
bination which  possesses  over  it  an  absolute  control,  which  has 
absorbed  most  of  its  corporate  functions,  and  dictates  the  extent 
and  manner  and  terms  of  its  entire  business  activity.  Into  that 
combination,  which  drew  into  its  control  sixteen  other  corpora- 
tions engaged  in  the  refining  of  sugar,  the  defendant  has  gone, 
in  some  manner  and  by  some  process,  for,  as  an  unquestionable 
truth,  we  find  it  there.  All  its  stock  has  been  transferred  to  the 
central  association  of  eleven  individuals  denominated  a  "Board;" 
in  exchange  it  has  taken  and  distributed  to  its  own  stockholders 
certificates  of  the  board  carrying  a  proportionate  interest  in 
what  it  describes  as  its  capital  stock;  the  new  directors  of  the 
defendant  corporation  have  been  chosen  by  the  board,  made 
eligible  by  its  gift  of  single  shares,  and  liable  to  removal  under 
the  terms  of  their  appointment  at  any  moment  of  independent 
action.  It  has  lost  the  power  to  make  a  dividend,  and  is  com- 
pelled to  pay  over  its  net  earnings  to  the  master  whose  servant 
it  has  becom<e.  Under  the  orders  of  that  master  it  has  ceased 
to  refine  sugar,  and,  by  so  much,  has  lessened  the  supply  upon 
the  market.  It  can  not  stir  unless  the  master  approves,  and 
yet  is  entitled  to  receive  from  the  earnings  of  the  other  refineries, 
massed  as  profits  in  the  treasury  of  the  board,  its  proportionate 
share  for  division  among  its  own  stockholders  holding  the  sub- 
stituted certificates.  In  return  for  this  advantage  it  has  become 
liable  to  be  mortgaged,  not  for  its  own  corporate  benefit  alone, 
bat  to  supply  with  funds  the  controlling  board  when  reaching 
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out  for  other  and  coveted  refineries.  No  one  can  look  these  facts 
fairly  in  the  face  without  being  compelled  to  say  that  the  de- 
fendant is  in  the  combination  and  in  to  stay.  Indeed,  so  mnch 
is  with  great  frankness  admitted  on  the  part  of  the  appellant. 
Its  counsel  concedes  that  the  stock  was  transferred  ''to  the  board 
mentioned  in  the  agreement  and  on  the  terms  and  for  the  pur- 
poses mentioned  in  the  agrement;  and  that  this  action  effect- 
ually lodged  the  control  of  the  defendant  company,  so  far  as 
such  control  can  be  secured  by  the  voting  power,  in  that  board." 

But  that  truth  does  not  alone  solve  the  problem  presented.  We 
are  yet  to  ascertain  whether  the  corporation  became  the  subor- 
dinate and  servant  of  the  board  by  its  own  voluntary  action, 
or  the  will  and  jwwer  of  others  than  itself;  by  force  of  a  con- 
tract to  which  it  was  in  reality  a  party,  or  as  the  simple  conse- 
quence of  a  change  of  owners;  by  its  fault  or  its  misfortune;  by 
a  sale  or  by  a  trust.  For,  if  it  has  done  nothing,  if  what  has 
happened,  and  all  that  has  happened,  is  ascertained  to  be  that 
the  stockholders  of  the  defendant,  one  or  many,  sold  absolutely 
to  the  eleven  men  who  constituted  the  board  their  entire  stock, 
and  the  latter,  by  force  of  their  proprietorship  and  as  owners, 
have  merely  chosen  directors,  in  their  own  interest,  and  are  only 
managing  their  property  in  their  own  way  as  any  absolute  owners 
may ;  if  that  is  the  truth,  and  the  entire  and  exact  truth,  it  is  dif- 
ficult to  see  wherein  the  corporation  has  sinned,  or  what  it  has 
done  beyond  merely  omitting  for  a  time  to  carry  on  its  business. 
That  is  the  theory  upon  which  the  appellant  stands,  and  which 
it  submits  to  our  examination. 

On  the  other  hand  it  is  contended  that  there  never  was  a  sale, 
but  a  trust  constiuted  by  mutual  agreement;  that  they  who 
agreed  were  the  whole  body  of  stockholders  in  each  corporation 
necessarily  representing  and  binding  the  corporation  itself ;  that 
they  transferred  their  shares  to  the  board  upon  the  trusts  de- 
clared in  the  deed ;  that  the  certificates  isued  by  the  board  were 
the  formal  declaration  of  the  trust;  that  the  corporate  stock- 
holders parted  with  the  legal  title  of  their  stock  to  the  chosen 
trustees  with  the  power  to  vote  upon  it,  but  retained,  neverthe- 
less, its  beneficial  ownership  through  the  operation  of  the  cer- 
tificates; and  so  the  corporations  entered  into  a  partnership  with 
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each  other,  vesting  the  partnership  power  in  the  board  of  control 

I  have  bronght  these  two  theories  face  to  face,  where  they 
may  confront  each  other,  because,  when  a  choice  is  made  between 
them,  we  have  gone  a  long  distance  towards  the  end  of  the 
controversy.    •    •    • 

The  combination,  therefore,  framed  by  the  deed  was  a  trust; 
and,  if  created  by  the  corporations,  or  in  any  respect  the  conse- 
quence or  product  of  their  action,  some  inevitable  results  would 
be  certain  to  follow.  But  here  we  encounter  the  stronghold  of 
the  appellant's  argument  whim  is,  that  if  the  corporations  are 
in  some  manner  in  the  combination,  they  are  there  solely  as  the 
result  of  a  contract  other  than  their  own;  are  there  without  cor- 
porate action  on  their  part;  and  so  are  sufferers  and  not  sinners. 
The  reasoning  leading  to  that  result  is  so  severely  technical  as 
to  have  suggested  a  justification  almost  reminding  one  of  an 
apology.  We  are  called  upon  to  sever  the  corporation,  the 
abstract  legal  entity,  from  the  living  and  acting  corporators;  as  it 
were,  to  separate  in  our  thought  the  soul  from  the  body,  and 
admitting  the  sins  of  the  latter  to  adjudge  that  the  former  re- 
mains pure.  Let  us  first  recall  the  facts  in  the  <M*der  of  their 
occurrence.    •    •    • 

And  yet  it  is  argued  that  the  corporation,  the  legal  entity,  has 
done  nothing;  that  Searles  was  guilty,  but  the  corporate  robe 
that  enveloped  him  was  innocent,  and  so  he  mu^t  be  left  to  wear 
it  undisturbed;  that  while  aU  that  was  human  and  could  act 
had  sinned,  yet  the  impalpable  entity  had  not  acted  at  aU  and 
must  go  free,  I  believe  that  the  history  of  what  occurred,  as 
I  have  already  described  it,  furnishes  a  sufficient  answer,  assume 
ing  that  stockholders  and  trustees  acting  together  can  do  a  cor- 
porate act  at  aU.  There  was  corporate  auction  in  making  the  com* 
bination  agreement  which  bound  the  defendant.  The  revoca- 
tion of  an  executed  authority  left  the  contract  standi'hg.  The 
corporation  thus  helped  to  make  the  trust  and  became  an  element 
of  it.  If  there  was  anything  imperfect  in  its  action,  the  new 
stockholder  and  his  associates  waived  the  imperfection  by  acting 
upon  the  agreement  of  the  corporation,  and  so  confirming  it  in 
all  particulars. 

But  the  assumption  underlying  tjie  vjew  I  have  expressed  is 


Digitized  by 


Google 


PEOPLE  V.  NORTH  RIVER  SUGAR  REFINING  C50.  31 

itself  contested,  and  a  proposition  asserted  which  denies  the  pos- 
sibility of  any  corporate  action,  except  by  the  trustees  or  direc- 
tors acting  formally  as  such ;  a  proposition  which,  if  sound,  dom- 
inates the  whole  field  of  controversy,  and,  establishing  that  there 
has  been  no  corporate  action  at  all,  eflfectually  shuts  out  every 
question  of  illegality  or  public  injury.  I  can  not  admit  that 
proposition.  I  think  there  may  be  actual  corporate  conduct 
which  is  not  formal  corporate  action ;  and  where  that  condu<3t  is 
directed  or  produced  by  the  whole  body,  both  of  ofl&oers  and 
stockholdera,  by  every  living  instrumentality  which  can  possess 
and  wield  the  corporate  franchise,  that  conduct  is  of  a  corporate 
character,  and  if  illegal  and  injurious  may  deserve  and  receive 
the  penalty  of  dissolution. 

There  always  is,  and  there  always  must  be,  corporate  conduct 
without  formal  corporate  action  where  the  thing  challenged  is 
an  omission  to  act  at  all.  A  corporation  organized  in  the  public 
interest,  with  a  view  to  the  public  welfare,  and  in  the  expecta- 
tion of  benefit  to  the  community,  which  is  the  motive  of  the 
state's  grant,  may  accept  the  franchise  and  hold  it  in  sullen 
silence,  doing  nothing,  resolving  'nothing,  furnishing  no  formal 
corporate  action  upon  which  the  state  can  put  its  finger  and 
say,  this  the  corporation  has  done  by  the  agency  through  which 
it  is  authorized  to  act.  That  is  corporate  conduct  which  the 
state  may  question  and  punish  without  searching  for  a  formal 
corporate  act.  The  directors  of  a  corporation,  its  authorized 
and  active  agency,  may  see  the  stockholders  perverting  its  nor- 
mal purposes  by  handing  it  over,  bound  and  helpless,  to  an 
irresponsible  and  foreign  authority,  and  omit  all  action  which 
they  ought  to  take,  offer  no  resistance,  make  no  protest,  but 
silently  acquiesce  as  directors  in  the  wrong  which,  as  stock- 
holders, they  have  themselves  helped  to  commit.  That  again  is 
corporate  conduct,  though  there  be  an  utter  absence  of  direc- 
tors' resolutions. 

Is  it  asked  what  they  could  have  done  to  prevent  the  or- 
ganization of  the  trust,  how  they  were  negligent  and  unfaith- 
ful as  corporate  officers  by  their  omission  to  act;  what  good  a 
mere  protest  or  objection  would  have  accomplished;  what  effec- 
tive form  their  resistance  could  have  assumed  t     The  answer 
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is  that  they  could  have  refused  to  recognize  the  illegal  trust 
transfer  of  the  stock;  they  could  have  declined  to  register 
the  new  ownership  upon  their  stock  books;  they  could  have  said, 
and  acted  upon  their  words,  that  the  original  stockholders  re- 
mained not  only  the  beneficial,  but  the  legal  owners  of  the  stock; 
and,  if  the  board  of  trustees  appealed  to  the  law,  the  resisting 
directors  could  challenge  the  legality  of  the  transfer  as  molded 
by  the  combination  agreement,  and  might  have  defeated  the  trust 
and  shattered  it  at  the  outset  of  its  career.  So  much  they  could 
have  done  as  corporate  oflScers ;  so  much  it  Was  their  duty  to  have 
done  as  representatives  of  the  corporation,  and  when  beyond 
that  corporate  neglect  they  recognized  the  validity  of  the  stock 
transfers  in  trust,  put  the  new  and  unlawful  ownership  upon 
their  books,  and  accepted  its  votes  in  the  choice  of  new  directors, 
who  were  to  throttle  the  independence  of  the  corporation  and 
chain  it  to  the  will  of  the  trust,  I  think  we  must  shut  our  eyes 
in  willful  blindness  if  we  fail  to  see  both  corporate  neglect  and 
corporate  action. 

It  is  true,  as  we  are  reminded,  that  the  statute  confers  upon 
trustees  and  directors  general  authority  to  manage  the  stock, 
property  and  concerns  of  manufacturing  corporations;  and 
equally  true  that,  as  a  general  rule  and  as  between  the  com- 
panies and  those  with  whom  they  deal,  the  corporate  action  must 
be  manifested  through  and  by  the  directors;  but  other  statutes 
indicate  with  equal  plainness  that  there  are  corporate  acts  which 
the  trustees  can  not  perform,  and  which  affect  and  bind  the 
corporation  only  upon  the  condition  that  they  proceed  from  the 
stockholders,  or  from  them  and  the  trustees  acting  together. 
In  increasing  or  diminishing  the  capital  stock,  the  corporate 
act  is  wholly  that  of  the  corporators,  and  in  consolidating  two 
or  more  companies  into  one,  there  must  be  the  joint  action  of 
both  trustees  and  stockholders.  The  trust  of  the  refineries,  in 
substance  and  effect,  approached  very  near  to  these  two  cor- 
porate acts,  so  far  as  the  resultant  consequences  affected  the 
corporators  acttog.  The  trust  stipulations  practically  doubled 
their  corporate  stock  through  the  agency  of  the  certificates  is- 
sued, and  the  combination  in  its  result  is  largely  the  equivalent 
of  a  substantial  consolidation.    If  these  things  had  been  done 
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lawfully,  they  would  have  been  accomplished  by  the  united  action 
of  trustees  and  corporators,  and  beyond  any  question  would  have 
been  corporate  acts.  Having  been  done  unlawfully,  but  by  the 
same  united  agency  aiming  at  similar  results,  they  must  still 
constitute  corporate  conduct,  unless  the  bare  fact  of  their  ille- 
gality takes  away  their  corporate  character.  To  say  that  would 
disarm  the  state  in  every  case  of  misuse  or  abuse  of  chartered 
powers. 

The  abstract  idea  of  a  corporation,  the  legal  entity,  the  im- 
palpable and  intangible  creation  of  human  thought  is  itself 
a  fiction,  and  has  been  appropriately  described  as  a  figure  of 
speech.  It  serves  very  well  to  designate  in  our  minds  the  col- 
lective action  and  agency  of  many  individuals  as  permitted  by 
the  law;  and  the  substantial  inquiry  always  is  what  in  a  given 
case  has  been  that  collective  action  and  agency.  As  between 
the  corporation  and  those  with  whom  it  deals  the  manner  of  its 
exercise  usually  is  material,  but  as  between  it  and  the  state,  the 
substantial  inquiry  is  only  what  that  collective  action  and  agency 
has  done,  what  it  has,  in  fact,  accomplished,  what  is  seen  to  be 
its  effective  work,  what  has  been  its  conduct.  It  ought  not  to 
be  otherwise.  The  state  gave  the  franchise^  the  charter,  not  to 
the  impalpable,  intangible  and  almost  nebulous  fiction  of  our 
thought,  but  to  the  corporators,  the  individuals,  the  acting  and 
living  men  to  be  used  by  them,  to  redound  to  their  benefit,  to 
strengthen  their  hands  and  add  energy  to  their  capital.  If  it  is 
teken  away,  it  is  taken  from  them  as  individuals  and  corporators, 
•mi  the  legal  fiction  disappears.  The  benefit  is  theirs,  the  pun- 
ishment  is  theirs,  and  both  m^ust  attend  and  depend  upon  their 
conduct;  and  when  they  all  act  collectively,  as  an  aggregate 
body,  without  the  least  exception,  and  so  acting,  reach  results 
and  accomplish  purposes  clearly  corporate  in  their  character, 
and  affecting  the  vitality,  the  independence,  the  utility  of  the 
corporation  itself,  we  can  not  hesitate  to  conclude  that  there  has 
been  corporate  conduct  which  the  state  may  review,  and  not  be 
defeated  by  the  assumed  iwnocence  of  a  convenient  fiction. 
As  was  said  in  People,  ex  rel.,  v.  K.  &  M.  T.  R.  Co.  (23  Wend. 
193),  ''though  the  proceeding  by  information  be  against  the 
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corporate  body,  it  is  the  acts  or  omissions  of  the  individual  cor- 
porators that  are  the  subject  of  the  judgment  of  the  court." 

It  remains  to  determine  whether  the  conduct  of  the  defendant 
in  participating  in  the  creation  of  the  trust,  and  becoming  an 
element  of  it  was  illegal  and  tended  to  the  public  injury  and 
we  may  consider  the  two  questions  together  and  without  formal 
separation. 

It  is  quite  clear  that  the  effect  of  the  defendant's  action  was 
to  divest  itself  of  the  essential  and  vital  elements  of  its  franchise 
by  placing  them  in  trust;  to  accept  from  the  state  the  gift  of 
corporate  life  only  to  disregard  the  conditions  upon  which  it 
was  given;  to  receive  its  powers  and  privileges  merely  to  put 
them  in  pawn;  and  to  give  away  to  an  irresponsible  board  its 
entire  independence  and  self-control.  When  it  had  passed  into 
the  hands  of  the  trust,  only  a  shell  of  a  corporation  was  left 
standing,  as  a  seeming  obedience  to  the  law,  but  with  its  internal 
structure  destroyed  or  removed.  Its  stockholders,  retaining  their 
beneficial  interest,  have  separated  from  it  in  their  voting  power, 
and  so  parted  with  the  control  which  the  charter  gave  them  and 
the  state  required  them  to  exercise.  It  has  a  board  of  directors 
nominally  and  formally  in  office,  but  qualified  by  shares  which 
they  do  not  own,  and  owing  their  official  life  to  the  board  which 
can  end  their  power  at  any  moment  of  disobedience.  It  can 
make  no  dividends  whatever  may  be  its  net  earnings,  and  must 
encumber  its  property  at  the  command  of  its  master,  and  for 
purposes  wholly  foreign  to  its  own  corporate  interests  and  duties. 
Af  the  command  of  that  master  it  has  ceased  to  refine  sugar, 
and  without  any  douht  for  the  purpose  of  so  far  lessening  the 
market  supply  as  to  prevent  what  is  termed  ^^over-production,'* 
In  all  these  respects  it  has  wasted  and  perverted  the  privileges 
conferred  by  the  charter,  abused  its  powers,  and  proved  unfaith- 
ful to  its  duties.  But  graver  still  is  the  illegal  action  substituted 
for  the  conduct  which  the  state  had  a  right  to  expect  and  require. 
It  has  helped  to  create  an  anomalous  trust  which  is,  in  substance 
and  effect,  a  partnership  of  twenty  separate  corporations. 

The  state  permits  in  many  ways  an  aggregation  of  capital, 
but  mindful  of  the  possible  dangers  to  the  people  overbalancing 
the  benefits,  keeps  upon  it  a  restraining  hand,  and  maintains  over 


Digitized  by 


Google 


PEOPLE  V.  NORTH  RIVER  SUGAR  REFINING  CO.  35 

it  a  prudent  supervision,  where  such  aggregation  depends  upon 
its  permission  and  grows  out  of  its  corporate  grants.  It  is  a 
violation  of  law  for  corporations  to  enter  into  a  partnership. 
N.  Y.  &  S.  C.  Co.  V.  P.  Bank,  7  Wend.  412;  Clearwater  v.  Mere- 
dith, 1  Wall.  29;  Whittenton  Mills  v.  Upton,  10  Gray  596.  The 
case  last  cited  furnishes  the  reasons  with  precision  and  at  length. 
It  shows  the  utter  inconsistency  of  a  double  allegiance  by  those 
who  act  for  the  corporation  to  two  different  principals,  and 
demonstrates  that  the  vital  characteristics  of  the  corporation  are 
of  necessity  drowned  in  the  paramount  authority  of  the  partner- 
ship. That  the  combination  of  the  refineries  partakes  of  the 
nature  of  a  partnership  is  not  denied.  Indeed,  in  one  of  the 
papers  added  to  the  appellant's  brief,  it  is  not  only  admitted,  but 
asserted  and  defended.  That  paper  shows  quite  clearly  that  by 
force  of  the  arrangement  there  was  a  community  of  interest  in 
the  fund  created  by  the  corporate  earnings  before  division,  and 
that  each  member  of  the  trust  shared  in  the  profit  and  loss  of  all. 
It  is  said,  however,  that  a  consolidation  of  manufacturing  cor- 
porations is  permitted  by  the  law,  and  that  the  trust,  or  com- 
bination, or  partnership,  however  it  may  be  described,  amounts 
only  to  a  practical  consolidation,  which  public  policy  does  not 
forbid,  because  the  statute  permits  it.  Laws  of  1867,  eh.  960; 
Laws  of  1884,  ch.  367.  The  refineries  did  not  avail  themselves 
of  that  statute.  They  chose  to  disregard  it,  and  to  reach  its 
practical  results  without  subjection  to  the  prudential  restraints 
with  which  the  state  accompanied  its  permission. 

If  there  had  been  a  consolidation  under  the  statute,  one  single 
corporation  would  have  taken  the  place  of  the  others  dissolved. 
They  would  have  disappeared  utterly,  and  not,  as  under  the 
trust,  remained  in  apparent  existence  to  threaten  and  menace 
other  organizations  and  occupy  the  ground  which  otherwise 
would  be  left  free.  Under  the  statute  the  resultant  combina- 
tion would  itself  be  a  corporation  deriving  its  existence  from  the 
state,  owing  duties  and  obligations  to  the  state,  and  subject  to 
the  control  and  supervision  of  the  state,  and  not,  as  here,  an 
unineorporated  board,  a  colossal  and  gigantic  partnership,  having 
no  corporate  functions  and  owing  no  corporate  allegiance.  Un- 
der the  statute  the  consolidated  company  taking  the  place  of  the 
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separate  corporations  could  have  as  capital  stock  only  an 
amount  equal  to  the  fair  aggregate  value  of  the  rights  and 
franchises  of  the  companies  absorbed ;  and  not  as  here  a  capital 
stock  double  that  value  at  the  outset  and  capable  of  an  elastic 
and  irresponsible  increase.  The  difference  is  very  great  and 
serves  further  to  indicate  the  inherent  illegality  of  the  trust 
combination. 

And  here,  I  think,  we  gain  a  definite  view  of  the  injurious 
tendencies  developed  by  its  organization  and  operation,  and  of 
the  public  interests  which  are  menaced  by  its  action.  As  cor- 
porate grants  are  always  assumed  to  have  been  made  for  the 
public  benefit,  any  conduct  which  destroys  their  normal  func- 
tiouL,  and  maims  and  cripples  their  separate  activity,  and  takes 
away  their  free  and  independent  action,  must  so  far  disappoint 
the  purpose  of  their  creation  as  to  affect  unfavorably  the  public 
interest;  and  that  to  a  much  greater  extent  when  beyond  their 
own  several  aggregations  of  capital  they  compact  them  all  into 
one  combination  which  stands  outside  of  the  ward  of  the  state, 
which  dominates  the  range  of  an  entire  industry,  and  puts  upon 
the  market  a  capital  stock  proudly  defiant  of  actual  values,  and 
capable  of  an  unlimited  expansion.  It  is  not  a  sufficient  an- 
swer to  say  that  similar  results  may  be  lawfully  accomplished; 
that  an  individual  having  the  necessary  wealth  might  have 
bought  all  these  refineries,  manned  them  with  his  own  chosen 
agents,  and  managed  them  as  a  group  at  his  sovereign  will ;  for 
it  is  one  thing  for  the  state  to  respect  the  rights  of  ownership 
and  protect  them  out  of  regard  to  the  business  freedom  of  the 
citizen,  and  quite  another  thing  to  %dd>  to  that  possibility  a 
further  extension  of  those  consequences  by  creating  artificial  per- 
sons to  aid  in  producing  such  aggregations. 

The  individuals  are  few  who  hold  in  possession  such  enor^ 
mou^  wealth,  and  fewer  stUl  who  peril  it  all  in  a  manufacturing 
enterprise;  but  if  corporations  can  combine,  and  m^ass  their 
forces  in  a  solid  trust  or  partnership^  with  little  added  risk  to 
the  capital  already  embarked,  without  limit  to  the  magnitude 
of  the  aggregation,  a  tempting  and  easy  road  is  opened  to  enor- 
mous combinations,  vastly  exceeding  in  number  and  in  strength 
and  in  their  power  over  industry  any  possibilities  of  individiud 
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ownership;  and  the  state  by  the  creation  of  the  artificial  persons 
constituting  the  elements  of  the  combination,  and  failing  to  limit 
and  restrain  their  powers,  becomes  itself  the  responsible  creator, 
the  voluntary  cause  of  an  aggregation  of  capital  whjich  it  simply 
endures  in  the  individual  as  the  product  of  his  free  agency. 
What  it  m>ay  bear  is  one  thing,  what  it  should  ca/use  and  create 
is  quite  another. 

And  so  we  have  reached  our  conclusion,  and  it  appears  to 
us  to  have  been  established,  that  the  defendant  corporation  has 
violated  its  charter  and  failed  in  the  performance  of  its  corpor- 
ate duties,  and  that  in  respects  so  material  and  important  as  to 
justify  a  judgment  of  dissolution.  Having  reached  that  result, 
it  becomes  needless  to  advance  into  the  wider  discussion  over 
monopolies  and  competition  and  restraint  of  trad€  and  the  prob- 
lems of  political  economy.  Our  duty  is  .to  leave  them  until  some 
proper  emergency  compels  their  consideration.  Without  either 
approval  or  disapproval  of  the  views  expressed  upon  that  brauch 
of  the  case  by  the  courts  below,  we  are  enabled  to  decide  that 
in  this  state  there  can  be  no  partuerships  of  separate  and  inde- 
pendent corporations,  whether  directly,  or  indirectly  through  the 
medium  of  a  trust;  no  substantial  consolidations  which  avoid 
and  disregard  the  statutory  permissions  and  restraints,  but  that 
manufacturing  corporations  must  be  and  remain  several  as  they 
were  created,  or  one  under  the  statute. 

The  judgment  appealed  from  should  be  affirmed  with  costs. 

All  concur. 

JXTDGMSNT  AFFIBMBD. 


3.    As  a  Franchise,  for  Taxation  and  Control. 

SPRING  YAISLEY  WATER  WORKS  v.  SOHOTTLER 

ET  AL. 

62  Cal.  69.    1882. 

[Appeal  by  plaintiff  from  judgment  of  the  superior  court 
of  the  city  and  county  of  San  Francisco,  denying  a  writ  of 
review,  and  confirming  the  action  of  the  board  of  equalization 
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of  that  city  and  county,  in  raising  the  asaeasment  of  the  franchise 
of  the  water-works  company  from  $5,000  to  $5,000,000,  Facts 
appear  in  opinion.] 

Thornton,  J.  *  *  *  Blackstone  says,  in  relation  to  franchiaes: 
'' Franchises  and  liberty  are  used  as  synonymous  terms,  and  their 
definition  is  a  royal  privilege,  or  branch  of  the  king's  preroga- 
tive, subsisting  in  the  hands  of  a  subject.  Being,  therefore,  de- 
rived from  the  crown,  they  must  arise  from  the  king's  grant,  or 
in  some  cases  may  be  held  by  prescription,  which,  as  has  been 
frequently  said,  presupposes  a  grant.  The  kinds  of  them  are 
various  and  almost  infinite,"  and  adds  ''that  they  may  be  vested 
in  either  natural  persons  or  bodies  politic,  in  one  man  or  in 
many."  And  again  on  this  subject  he  says:  **To  be  a  county 
palatine  is  a  franchise,  vested  in  a  number  of  persons.  It  is 
likewise  a  franchise  for  a  number  of  persons  to  be  incorporated, 
and  subsist  as  a  body  politic,  with  a  power  to  maintain  perpetual 
succession,  and  do  other  corporate  acts;  each  individual  mem- 
ber of  such  corporation  is  also  said  to  have  a  franchise  or  free- 
dom."    (2  Bl.  Com.  37.) 

Kent  defines  franchises  as  ''privileges  conferred  by  grant 
from  government,  and  vested  in  individuals."  (3  Kent's  Com. 
458.)  He  also  says:  "Corporations  or  bodies  politic  are  the 
most  usual  franchises  known  in  our  law."     (Id.  459.) 

In  Pierce  v.  Emery,  32  N.  H.  507,  Perley,  C.  J.,  speaking  for 
the  court  remarks:  "A  corporation  is  itself  a  franchise  belong- 
ing to  the  members  of  the  corporation ;  and  a  corporati<ni,  being 
itself  a  franchise,  may  hold  other  franchises  as  rights  and  fran- 
chises of  the  corporation."  And  further:  "A  corporation, 
being  itself  a  franchise,  consists  and  is  made  up  of  its  rights 
and  franchises." 

In  City  of  Bridgeport  v.  N.  Y.  &  N.  H.  E.  Co.,  36  Conn.  266, 
Butler,  J.,  speaking  for  the  court,  uses  this  language  in  regard 
to  a  railroad  corporation:  "The  term  'franchise'  has  several 
significations,  and  there  is  some  confusion  in  its  use.  The  better 
opinion  deduced  from  the  authorities  seems  to  be  that  it  con- 
sists of  the  entire  privileges  embraced  in  and  constituting  the 
grant"  (See  title  "Franchise"  in  Abbott's  Law  Diet.,  and 
cases  there  cited) 
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It  IS  true  that  the  privileges  so  granted  by  the  government 
do  not  pertain  to  the  citizens  of  the  state  by  common  right. 
But  what  is  the  '* common  right"  here  referred  tot  It  is  not  a 
right  which  pertains  to  the  citizens  by  the  common  law,  the 
investiture  of  which  is  not  to  be  looked  for  in  any  special  law, 
whether  established  by  a  constitution  or  an  act  of  the  legislature  ? 
Coke  sajrs:  **De  commun  droit— oi  common  right— this  is  by 
the  common  law,  because  the  common  law  is  the  best  and  most 
common  birthright  that  the  subject  hath  for  the  safeguard  and 
defense  not  only  of  his  goods,  lands  and  revenues,  but  of  his 
wife  and  children.  •  •  •  This  common  law  of  England  is  some- 
times called  right,  sometimes  common  right,  and  sometimes  corn- 
mums  justitia.''  (Coke's  Inst.  142a.)  The  definition  of  fran- 
chises as  special  privileges  conferred  by  government  npon  in- 
dividuals, and  which  do  not  b'elong  to  the  citizens  of  the  coun- 
try generally  of  common  right,  had  its  origin  in  Bank  of  Augusta 
V.  Earle,  13 -^^et.  575.  A  very  learned  and  accurate  writer, 
Mr.  Emory  Washburn,  in  his  work  on  Real  Property  (2d  voL 
267),  adopts  this  definition,  and  cites  as  authority  the  case 
above  referred  to  from  13  Peters.  The  same  definition  is  quoted 
by  Angell  &  Ames,  in  their  work  on  Corporations,  from  the 
case  referred  to.     (See  Ang.  &  Ames  on  Corp.,  §  4.) 

In  the  case  in  13  Peters  it  was  contended  that  nnder  the  laws 
and  constitution  of  Alabama  the  right  of  banking  was  a  fran- 
chise. The  court  refused  to  so  hold,  on  the  ground  that  the 
right  of  banking,  at  common  law,  belonged  to  every  citizen. 
(See,  also,  Curtis  v.  Leavitt,  15  N.  Y.  170,  opinion  of  Shanklin, 
J.)  The  discussion  on  the  point  in  the  opinion  shows  clearly 
that  ''common  right"  is  used  with  the  signification  of  ''common 
law.'' 

We  are  of  opinion  that  the  common  right  refers  to  the  right 
of  citizens,  generally  at  common  law.  Such  rights  of  citizens, 
though  frequently  spoken  of  as  franchises,  are  not  the  franchises 
here  meant ;  and  it  may  be  conceded  that  where  such  rights  are 
granted  to  corporations,  they  are  not  franchises.  But  inde- 
pendent of  the  right  to  exist  as  a  corporation,  and  to  exercise 
powers  in  its  corporate  capacity,  there  are  privileges  granted  to 
the  water-works,  which  do  not,  by  the  common  law,  belong  to 
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citizens  generally;  such  as  the  right  to  lay  down  pipes  in  the 
streets,  ways  and  alleys  of  a  city,  and  to  collect  rates  for  water 
furnished,  which  was  held  to  be  a  franchise  in  San  Franciaeo 
V.  Spring  Valley  Water-Works,  48  Cal.  493,  and  in  San  Jose 
Gas  Co.  V.  January,  57  Cal.  616.  Conceding  for  the  ai^ument 
that  the  constitution,  by  section  19  of  article  xi,  grants  this 
right  to  every  person,  it  does  not  follow  that  it  is  not  a  franchise. 
They  are  vested  by  a  grant  of  the  sovereign  power,  and  not  by 
the  common  law;  and  the  generality  of  the  grant  does  not  de- 
prive them  of  the  character  of  franchises. 

The  right  to  collect  rates  for  use  of  water  supplied  to  the 
city  and  county  of  San  Francisco,  or  the  inhabitants  thereof, 
which  the  appellant  has  possessed  at  least  ever  since  the  act  of 
1858  went  into  effect,  is  expressly  declared  to  be  a  franchise 
by  the  constitution  of  the  state  in  the  second  section  of  article 
xiv,  thereof.  As  has  been  said  above,  the  very  existence  of  a 
corporation  as  such  is  a  franchise,  and  it  exercises  its  franchise 
in  every  act  which  it  performs  as  a  corporation.  In  the  Bank 
of  Augusta  V.  Earle,  above  cited,  the  supreme  court  of  the 
United  States,  i^eaking  through  Taney,  C.  J.,  in  relation  to  the 
making  of  contracts  by  corporations,  which,  by  common  right, 
individuals  could  make,  said:  '*In  making  such  contracts,  a 
corporation,  no  doubt,  exercises  its  corporate  franchise.  But 
it  must  do  this  whenever  it  acts  as  a  corporation,  for  its  exist- 
ence is  a  franchise." 

A  corporation,  whose  existence  is  a  franchise,  may  possess 
powers  and  privileges,  which,  in  themselves,  are  not  franchises 
(such  as  the  right  to  bank,  discussed  in  Bank  of  Augosta  v. 
Earle,  above  cited,  or  the  right  to  buy  and  sell  property,  real 
and  personal),  but  it  usually  owns,  along  with  such  privileges, 
some  that  are  franchises;  but  whether  the  powers  be  entirely 
of  the  kind  which  are  franchises  or  not,  its  existence  and  right 
to  employ  its  corporate  x)owers  is  a  franchise.  This  we  think 
abundantly  established  by  the  cases  above  cited. 

We  have  no  douht  that  it  was  the  intention  of  those  who 
framed  and  ratified  the  constitution  to  place  such  franchises  in 
the  category  of  property  to  be  taxed.  The  word  ^* franchises/' 
as  used  in  the  first  section  of  article  13,  is  used  generally  unth^ 
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out  any  qualifying  words,  and  is  intended  to  embrace  all  fran- 
chises of  the  character  above  referred  to,  whether  vested  in 
individuals  or  bodies  politic.  A  franchise  conferred  on  an  in- 
dividual to  lay  down  pipes  in  the  streets  of  a  city  and  to  collect 
rates  for  water  furnished  a  city  or  its  inhabitants  is  to  be  taxed 
in  the  same  way  as  when  vested  in  corporations.  The  law  in 
this  respect  is  the  same  in  regard  to  all  persons,  whether  natural 
or  artificial. 

It  is  contended  that  the  clause^  ''and  all  other  matters  and 
things  real,  personal  and  mixed,  capable  of  private  ownership/' 
in  section  1  of  article  13,  qualifies  the  word  ** franchises''  which 
precedes  it  We  do  not  think  so.  The  structure  of  the  sen- 
tence forbids  any  such  construction.  What  is  said  before  the 
employment  of  these  words  is  complete  of  itself,  and  needs  noth* 
ing  to  show  what  was  signified.  The  words  used  show  clearly 
that  they  were  intended  to  add  something  to  what  preceded  them, 
to  refer  to  kinds  of  property  not  previously  mentioned,  not  to 
qualify  anything.  They  were  doubtless  inserted  out  of  abundant 
caution  to  show  that  all  kinds  of  property,  whether  specifically 
enumerated  or  not,  were  intended  to  be  included  in  the  property 
to  be  taxed^  though  not  embraced  in  the  specific  classes  previously 
mentioned.  They  constitute  a  declaration  that  in  enumerating 
the  property  to  be  taxed  it  was  not  intended  to  confine  the 
enumeration  to  ''moneys,  credits,  bonds,  stocks,  dues,  franchises,'' 
but  to  include  all  other  kinds  of  property,  and  that  by  no  con- 
struction of  the  word  property,  as  used  in  the  section,  were 
any  kinds  of  property  to  be  left  out 

But  it  is  immaterial  whether  these  words  qualified  "fran- 
cises"  or  not,  for  the  reason  that  the  franchises  so  referred  to 
are  capable  of  private  ownership.  To  hold  that  a  private  cor- 
poration does  not  own  its  franchise  right,  power  and  privileges 
would  be  both  novel  and  untenable.  Admitting  that  under  the 
law  of  the  state  there  may  be  legislation  which  might  impair 
their  value,  it  does  not  follow  that  it  is  not  owned  as  property, 
with  all  the  rights  which  attach  thereto.  All  these  rights  exist 
until  the  legislative  authority  has  acted  so  as  to  impair  them 
or  take  them  away;  and  until  such  legislation  is  enacted  the 
rights  of  property  remain  unimpaired.     There  has  been  no 
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legislation  yet  of  the  character  as  regards  the  appellant  that 
has  been  called  to  our  attention,  or  that  we  have  been  able  to 
discover. 

This  franchise  of  a  corporation  is  sometimes  classed  as  real 
estate— of  that  kind  styled  incorporeal  hereditaments.  (En- 
field Toll  Bridge  Co.  v.  Hartford  and  New  Haven  E.  Co.,  17 
Conn.  40;  s.  c,  17  Conn.  462;  Price  v.  Price's  Heirs,  6  Dana 
107;  1  Blackstone's  Conn.,  20-22,  37,  38.)  In  the  case  cited 
from  17  Conn.  40,  this  was  said  of  a  bridge  corporation.  The 
shares  of  stock  of  the  water-works  are  by  statute  made  per- 
sonal estate.  (See  act  of  1853.)  But  whether  real  or  per- 
sonal estate,  they  are  property.  Such  franchises,  as  long  as 
they  exist,  are  protected  as  property  by  the  guarantee  universal 
in  the  states  of  the  Union,  which  forbids  their  being  taken 
except  for  public  purposes  and  on  compensation  being  made. 
(1  Cooley's  Con.  Lim.,  4th  ed.,  655,  and  cases  cited  in  note  4.) 
During  their  existence  they  are  as  fully  protected  by  law  as  any 
other  species  of  property.  On  this  subject  see  Wilmington  R. 
Co.  V.  Reid,  13  Wall.  268;  3  Kent's  Com.  458;  Hamilton  County 
V.  Massachusetts,  6  Wall.  633;  People  v.  Self  ridge,  52  Cal.  331; 
T.  &  T.  R.  Co.  V.  Campbell,  44  Cal.  89;  0.  R.  Co.  v.  0.  B.  &  P. 
V.  R.  Co.,  45  Cal.  365.  (See  cases  just  above  cited  from  17 
Connecticut,  and  Norwich  Gas-light  Co.  v.  Norwich  City  Gas 
Co.,  25  Conn.  36.) 

The  franchise  of  a  corporation  is  and  can  be  well  defined  to 
be  the  right  of  the  corporation  to  exist  and  exercise  the  powers 
and  privileges  vested  in  it  by  its  charter.  (Burr,  on  Tax.,  §  83.) 
The  franchise  is  the  faculty  of  the  corporation.  As  said  by 
Redfield  in  his  work  on  railways:  '.'The  faculty  of  a  corpora- 
tion is  its  organic  life;  its  corporate  existence  by  which  it  is 
enabled  to  carry  on  business;  that  which  it  derives  from  its 
charter  of  incorporation  its  corporate  franchise."  (2  Redf. 
on  Railways,  3d  ed.,  452.)  In  this  state,  the  charter  is  the 
statute  or  statutes  granting  and  defining  the  powers  of  the  cor- 
poration, under  which  it  is  constituted  and  exists,  together  with 
the  instruments  required  to  be  executed  by  the  provisions  of  such 
statute  or  statutes.  These  are  sometimes  called  the  constating 
instruments.     (Field  on  Corp.,  §  34,  p.  3.)     Such  franchises 
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are  legal  estates,  not  mere  naked  powers,  and  are  powers  coupled 
with  an  interest,  which  vest  in  the  corporation  by  virtue  of  its 
charter  or  constating  instruments,  (Society  for  Savings  v. 
Coite,  6  Wall.  606;  Provident  Institution  v,  Massachusetts,  6 
Wall.  622;  Hamilton  Co.  v.  Massachusetts,  6  Wall.  638;  Porter 
V.  R.  R.  I.  &  St.  L.  R.  Co.,  76  111.  561.)  That  the  rf»te  has  fuU 
I>ower  to  tax  them,  see  same  cases,  and  State  R.  R.  Tax  Cases, 
92  U.  S.  603.  In  the  case  from  76  Illinois,  above  cited,  it  is  said : 
'*It  is  clear  upon  authority  that  the  franchise  of  a  corporation 
is  property,  and  as  such  it  may  be  a  proper  object  of  taxation." 
(P.  573.)  In  Vea2de  Bank  v.  Fenno,  8  Wall.  547,  Chase,  C.  J., 
used  this  language:  ** Franchises  are  property,  often  very  val- 
uable and  productive  property,  and  seem  to  be  as  properly  ob- 
jects of  taxation  as  any  other  property.'*  Daniel,  J.,  deliver- 
ing the  opinion  of  the  court  in  West  River  Bridge  Co.  v.  Dix  et 
al.,  6  How.  529,  said:  **We  are  aware  of  nothing  peculiar  to  a 
franchise  which  can  class  it  higher,  or  render  it  more  sacred  than 
other  property.  A  franchise  is  property,  and  nothing  more." 
(See  also  Wilmington  R.  Co.  v.  Reid,  13  Wall.  264,  and  Monroe 
Savings  Bank  v.  The  City  of  Rochester,  37  N.  T.  367.)  In  this 
last  case  Fullerton,  J.,  delivering  the  opinion  of  the  court,  said, 
in  regard  to  a  statute  declaring  the  privileges  and  franchises 
granted  by  the  legislature  to  savings  banks  or  institutions  for 
savings,  personal  property,  and  liable  to  taxation  as  such:  ''In 
declaring  the  privileges  and  franchises  of  a  bank  to  be  personal 
property,  the  legislature  has  adopted  no  novel  principle  of  taxa- 
tion. The  powers  and  privileges  which  constitute  the  franchise 
of  a  corporation  are  in  a  just  sense  property,  and  quite  distinct 
and  separate  from  the  property,  which,  by  the  use  of  such  fran- 
chise, the  corporation  may  acquire.  They  are  so  regarded  by 
the  law,  and  so  regarded  by  common  acceptation.** 

That  such  franchises  can  be  taxed  according  to  the  valuation 
arrived  at  through  an  assessment  is  recognized  in  the  case  of  the 
Freight  Tax,  15  Wall.  282,  and  in  the  case  of  the  State  Tax  on 
Railway  Gross  Receipts,  15  Wall.  296.  In  the  case  of  the  State 
Railroad  Tax  Cases,  above  cited  from  92  U.  S.  Reports,  a  tax 
on  the  assessed  value  of  franchise  and  capital  stock  by  the  state 
of  Illinois  was  sustained,  approving  the  decision  to  that  effect  in 
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Porter  v.  B.  B.  I.  &  St.  L.  B.  B.  Co.,  above  cited  from  76  Illinois. 
(See  also  Gordon  v.  Appeal  Tax  Court,  3  How.  (U.  S.)  133,  and 
Judge  Bedfield's  comment  on  this  ease  in  2  Bedf.  on  Bailways, 
453.)  As  to  the  extent  of  the  power  of  the  state  to  tax,  see 
Providence  Bank  v.  Billings,  4  Pet.  562,  and  Hamilton  Co.  v. 
Massachusetts,  6  Wall.  639.  In  the  case  in  4  Peters,  Marshall, 
C.  J.,  said:  **A11  powers  •  •  •  over  which  the  sovereign  power 
of  a  state  extends  are  subjects  of  taxation.  The  sovereignty 
of  a  state  extends  to  everything  which  exists  by  its  authority, 
or  is  introduced  by  its  permission,"  (4  Pet  563.)  The  same 
doctrine  was  declared  in  Osborne  v.  Bank  of  the  United  States, 
9  Wheat.  738.  From  the  foregoing  cases,  it  would  seem  that 
there  can  be  no  doubt  of  the  power  of  a  state  to  tax  the  fran- 
chise at  its  assessed  value.  There  may  be  more  difficulty  in 
arriving  at  its  value  than  that  of  a  parcel  of  land  or  personal 
chattels,  but  still  its  value  may  be  estimated.  When  it  is  con- 
demned for  public  use,  the  compensation  to  be  paid  can  be  fixed. 
As  is  justly  said  in  Porter  v.  B.  B.  I.  &  St.  L.  B.  B.  Co.,  76  HI. 
578 :  "We  have  never  known  it  to  be  asserted  that  the  value  of 
a  franchise  is  so  indefinite  and  uncertain  that  it  can  not  be  made 
the  measure  of  a  recovery  when  it  is  wrongfully  invaded;  or 
that  when  it  is  taken  and  condemned  for  public  use,  it  can  not 
be  ascertained  what  compensation  shall  be  made  to  its  owner. 
It  is  recognized  in  those  respects  as  being  capable  of  a  definite 
valuation.  •  •  •  If  its  value  may  be  ascertained  for  those  pur- 
poses, it  may  as  readily  be  ascertained  for  the  purposes  of  tax- 
ation." As  to  value  of  franchises,  and  that  they  possess  a 
value  beyond  that  belonging  to  the  tangible  property  of  the 
corporation,  see  cases  just  above  cited.  (Commonwealth  v. 
Hamilton  Mfg.  Co.,  12  Allen  298,  and  Commonwealth  v.  Cary 
Improvement  Co.,  98  Mass.  23.) 

In  this  state,  the  constitution  having  declared  that  franchises 
are  property,  and  that  all  property  in  the  state  not  exempt  from 
taxation  shall  be  assessed  in  proportion  to  its  value,  to  be  ascer- 
tained as  provided  by  law  (Const.,  art.  xiii,  §1),  it  would  seem 
to  follow  that  the  tax  must  be  according  to  the  valuation  made 
by  the  officer  appointed  for  that  purpose.  If  the  state  can  im- 
pose a  tax  on  the  franchise  of  a  corporation  in  the  nature  of 
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an  excise  or  duty,  it  does  not  exclude  the  taxation  by  a  valua- 
tion made  by  an  assessor. 

That  such  a  franchise  as  that  held  by  the  appellant  was  tax- 
able in  this  state,  we  think  has  been  held  by  this  court  in  two 
cases:  Burke  v.  Badlam,  57  Cal.  594;  and  San  Jose  Gas  Com- 
pany V.  January,  57  Cal.  614.  •  •  • 

When  the  matters  in  controversy  in  Burke  v.  Badlam  origi- 
nated, the  legislature  had  acted  in  regard  to  the  assessments  of 
property,  and  enacted  as  follows: 

"Shares  of  stock  in  corporations  possess  no  intrinsic  value 
over  and  above  the  actual  value  of  the  property  of  the  corpora- 
tion which  they  stand  for  and  represent,  and  the  assessment  and 
taxation  of  such  shares  and  also  of  the  corporate  property  would 
be  double  taxation.  Therefore  all  property  belonging  to  cor- 
porations shall  be  assessed  and  taxed,  but  no  assessment  shall 
be  made  of  shares  of  stock;  nor  shall  any  holder  thereof  be 
taxed  therefor.''  (Pol.  Code,  §  3608.)  It  may  be  remarked 
here  that  the  constitutional  validity  of  this  section  was  affirmed 
in  Burke  v.  Badlam.  (See  57  Cal.  602.)  •  •  •  ''The  terms 
'value'  and  'full  caah  value'  mean  the  amount  at  which  the 
property  would  be  taken  in  payment  of  a  just  debt  due  from  a 
solvent  debtor;"  and  "the  term  'personal  property'  includes 
everything  which  is  the  subject  of  ownership  not  included  with- 
in the  meaning  of  the  term  real  estate." 

[Each  person  (including  corporations)  also  must  furnish 
a  statement  of  all  property  (including  franchises)  to  the  asses- 
sor, who  is  to  enter  the  franchise  and  its  value  separate  from  the 
other  property;  the  assessor  is  to  turn  this  statement  over  to  the 
board  of  supervisors,  who  is  to  equalize  all  assessments.]  *  *  * 

It  ai>pear8  from  the  record  in  this  case  that  the  board  of 
supervisors,  in  the  exercise  of  its  power  of  equalization,  assessed 
the  franchise  of  the  water-works  by  taking  the  aggregate  of  the 
market  value  of  the  shares  of  stock  in  the  company  on  the  7th 
of  March,  1881,  and  deducting  therefrom  the  value  of  the  real 
and  personal  property  of  the  company,  and  held  the  difference 
to  be  the  value  of  the  franchise.  The  market  value  of  the  shares 
was  shown  to  the  board  by  the  testimony  of  witnesses.  Such 
a  mode  of  arriving  at  the  value  of  the  franchise  appears  to  have 
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been  adopted  by  the  aaieesor  in  San  Jose  Gas  Co.  v.  January,  57 
Gal.  614,  and  this  mode  was  held  to  be  within  the  powers  vested 
in  the  assessor.  It  was  also  impliedly  approved  as  a  correct 
mode  in  Burke  v.  Badlam,  above  cited.  (See  Commonwealth  v. 
Hamilton  Mfg.  Co.,  12  Allen  306.)  •  •  • 

There  is  a  further  point  which  we  think  it  proper  to  notice. 
It  is  contended  that  good-will  enters  into  and  forms  an  element 
in  the  value  of  the  shares  of  stock.  No  case  has  been  produced 
to  us,  nor  have  we  been  able  to  find  any  holding  or  even  intimat- 
ing that  this  is  so.  We  find  no  such  element  of  value  in  the 
least  hinted  at»  by  any  one  who  has  written  on  the  subject,  nor 
has  any  such  been  called  to  our  attention.  We  can  not  recognize 
any  such  element  as  giving  value  to  shares  in  a  trading  cor- 
poration. It  would  be  strange  to  predicate  good-will  as  per- 
taining to  or  extending  to  an  abstraction,  to  an  ''artificial  being, 
invisible,  intangible,  and  existing  only  in  contemplation  of  law." 

Our  conclusion  is  thai  the  board  of  supervisors,  in  its  capacity 
of  a  hoard  of  equalizatian,  had  jurisdiction  of  the  person  and 
subject-matter  in  the  matters  involved  in  ffiis  cause,  and  the 
judgment  of  the  court  below  is  appibmed. 

Boss,  Mybick,  McEinstby,  McEeb  and  Sharpstein,  JJ., 
concurred. 

Mobbison,  C.  J.,  took  no  part  in  this  decision. 


KING  V.  PASSMOBB. 

3T.R.246.  1789. 

BuLLEB,  J.  And  I  do  not  know  how  to  reason  on  this  point 
better  than  in  the  manner  urged  by  one  of  the  relator's  counsel, 
who  considered  the  grant  of  incorporation  to  be  a  compact  be- 
tween the  crown  and  a  certain  number  of  subjects,  the  latter 
of  whom  undertake,  in  consideration  of  the  privileges  which  are 
bestowed,  to  exert  themselves  for  the  good  government  of  the 
place.  Now,  if  those  persons  have  so  far  violated  their  trust  by 
negligence  or  misconduct  that  they  are  no  longer  capable  of 
governing  the  place,  there  is  an  end  of  the  compact     The  ground 
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of  the  charter  was  the  government  of  the  place,  and  wljen  that 
can  not  be  carried  on,  I  see  no  reason  why  the  crown  can  not 
grant  another  charter  to  a  different  set  of  persons. 


Tests  of  Corporate  Existence,  Etc.* 

PIETSAM  V.  HAY  ET  AL. 
122  m.  293 y  3  Am.  St.  B.  492.    1887. 

Appeal  from  the  circuit  court  of  St.  Clair  county. 

Mr.  Justice  Mulkey,  delivered  the  opinion  of  the  court : 

The  People's  Bank  of  Belleville,  incorporated  under  a  spe- 
cial act  of  legislature,  approved  and  in  force  March  27,  1869, 
having  become  insolvent  on  the  17th  of  April,  1878,  made  a 
general  assignment  of  all  its  property  and  effects  for  the  benefit 
of  creditors.  The  .assignee  presented  a  petition  to  the  county- 
court  of  St.  Clair  county,  at  its  March  term,  1887,  for  leave  to 
sell  ''all  the  rights,  privileges,  powers  and  immunities  which 
were  granted  by  the  said  act  incorporating  said  bank."  The 
judge  of  the  county  court  being  interested  in  the  result  of  the 
proceeding,  the  venue  was  changed  to  the  circuit  court  of  St. 
Clair  county,  where,  upon  due  consideration  of  the  petition,  that 
court  entered  an  order  dismissing  the  same.  The  present  appeal 
18  from  the  order  of  dismissal. 

The  correctness  of  the  decision  of  the  circuit  court  depends 
entirely  upon  whether  the  title  of  the  franchise  created  and 
conferred  by  the  bank  charter  passed  as  an  asset  of  the  bank, 
to  the  assignee,  under  the  assignment.  That  its  language  is 
sufficiently  comprehensive,  and  adequate  to  pass  the  franchise 
to  the  assignee,  if,  as  matter  of  law,  the  bank  could  transfer  it 
at  all,  we  have  no  doubt.  This  is  not  questioned.  The  question, 
therefore,  is  whether  a  <5orporate  franchise,  in  the  absence  of 
statutory  authority,  is  in  law  capable  of  being  assigned  or  trans- 
ferred. Differently  put,  the  question,  as  formulated  by  the  par- 
ties themselves,  is,  *^did  the  franchise  of  the  said  hank  pass  ivith 
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the  deed  of  assignment  to  the  assignee  as  a  salable  asset  of  the 
said  hankV* 

The  word  "franchise"  is  often  used  in  the  sense  of  privileges 
generally,  but  in  its  more  appropriate  and  legal  sense  the  tenn 
is  confined  to  such  rights  and  privileges  as  arc  conferred  upon 
corporate  bodies  by  legislative  grant.  It  is  in  the  latter  sense, 
alone,  the  word  is  now  to  be  considered. 

The  franchise  proposed  to  be  sold  is  a  corporate  franchise, 
and  the  artificial  body  or  political  entity  to  which  it  pertains 
is  what  is  known  to  the  law  as  an  a^regate  corporation.  Such 
a  corporation  has  been  well  defined  to  be  **an  artificial  being 
created  by  law,  and  composed  of  individuals  who  subsist  as  a 
body  politic  under  a  special  denomination,  with  the  capacity 
of  perpetual  succession,  and  of  acting,  within  the  scope  of  its 
charter,  as  a  natural  person."  Now,  a  franchise  is  nothing 
more  than  the  right  or  privilege  of  being  a  corporation,  and  of 
doing  such  things,  and  such  things  only,  as  are  authorized  by  the 
corporation's  charter.  This  right  of  a  body  of  men  to  be  and 
act  as  an  artificial  person,  without,  as  a  general  rule,  incurring 
individual  responsibility,  is  declared  by  Blackstone  to  be  *'a 
royal  privilege,  or  branch  of  the  king's  prerogative,  subsisting 
in  the  hands  of  a  subject."  (2  Blackstone,  37.)  Such  right 
or  franchise  is  defined  by  Bouvier  to  be  **a  certain  privilege 
conferred  by  grant  from  government,  and  vested  in  individuals." 
(1  Bouvier,  545.)  Now,  it  is  clear  from  these  definitions,  and 
from  the  very  nature  of  a  corporation,  that  a  franchise  or  the 
right  to  be  and  act  as  an  artificial  body,  vests  in  the  individuals 
who  compose  the  corporation,  and  not  in  the  corporation  itself. 
This  fact,  we  think,  is  not  without  significance  in  reaching  a 
conclusion  upon  the  main  question  to  be  determined,  outside  of 
the  numerous  authorities  bearing  directly  on  the  subject. 

It  will  be  kept  in  mind  that  the  corporate  body,  for  purposes 
of  ownership,  and,  indeed,  for  most  purposes,  has  a  distinct 
identity  from  that  of  the  individual  corporators.  The  latter 
may  be  wealthy,  when  at  the  same  time  the  former  is  insolvent, 
and  vice  versa.  The  corporation  has  no  right  to  appropriate, 
sell  or  otherwise  dispose  of  any  of  the  property  or  eflfects  of 
a  corporator.    The  relation  of  debtor  and  creditor  may  subsist 
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between  them  in  the  same  manner  as  between  the  company  and 
other  persons.  The  company's  entire  property  may  be  swept 
away  from  it  by  sequestration,  or  other  means,  and  yet  its  fran- 
chises will  remain  vested  in  the  corporators,  until  they  are 
either  abandoned  or  forfeited  to  the  state.  All  these  proposi- 
tions are  famDiar  to  the  courts  and  the  profession,  and  are  all 
well  sustained  by  authority. 

//,  then,  the  franchise  is  vested  in  and  belongs  to  the  cor- 
porators,  and  not  to  the  corporation  itself,  how  could  the  latter 
transfer  or  assign  it  to  another?  On  the  plainest  of  principles 
this  could  not  he  done  without  legislative  authority  for  that 
purpose,  and  we  find  nothing,  either  in  the  statute  or  the  com- 
pany's charter,  conferring  such  authority.  While  it  is  con- 
ceded the  legislature  might  confer  on  the  artificial  body  the 
povyer  to  sell  or  assign  the  franchise  to  strangers,  yet  this  would 
be,  in  effect,  to  authorize  it  to  commit  a  species  of  suicide,  for  it 
is  manifest  the  corporation  could  not  exist  a  moment  after  the 
franchise  conferred  upon  its  memhers  had  been  transferred  to 
others.  Indeed,  when  we  consider  the  attributes  and  essential 
elements  of  corporate  existence,  resulting  from  the  grant  of  the 
franchise,  and  without  which  the  artificial  body  could  not  ac- 
complish the  objects  of  its  creation  or  perform  the  duties  im- 
posed upon  it  by  law,  the  sale  or  assignment  of  the  franchise 
without  special  legislative  authority  would  seem  to  be  wholly 
inadmissible.  It  is  proposed  here,  it  will  be  noted,  to  sell  simply 
the  franchise  of  the  bank.  Assuming  this  can  be  done,  the  ques- 
tion arises  what  would  be  the  effect  of  such  a  sale!  It  clearly 
could  not  have  the  effect  of  making  the  purchasers,  if  more  than 
one,  an  aggregate  corporation,  with  the  general  banking  powers 
conferred  by  the  bank  charter.  To  assert  such  a  proposition 
would  be  simply  startling;  and  yet,  if  in  such  case  the  pur- 
chasers would  take  anything  at  all,  they  certainly  could  not  take 
less  than  the  right  to  be  a  banking  corporation,  with  all  the 
powers  and  privileges  conferred  by  the  charter,  for  these  rights 
are  of  the  very  essence  of  the  franchise;  and  consequently  the 
one  could  not  be  thus  acquired  without,  by  the  same  act,  secur- 
ing the  others— a  view  which,  as  already  indicated,  has  no  sanc- 
tion in  reason  or  authorily. 
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While  statements  are  to  be  found  on  this  subject  in  some  of 
the  text-books,  as  well  as  in  some  of  the  decided  cases,  which 
can  not  be  reconciled  with  the  conclusion  we  have  reached,  yet 
we  are  clearly  of  opinion  that  a  corporation,  in  the  absence  of 
statutory  authority,  has  no  right  to  sell  or  transfer  its  franchise 
or  any  property  essential  to  its  exercise,  which  it  has  acquired 
under  the  law  of  eminent  domain.  This  proposition,  in  our 
judgment^  is  sustained  both  by  reason  and  the  decided  weight  of 
authority.  Black  et  al.  v.  Delaware  and  Baritan  Canal  (3o.,  24 
N.  J.  Eq.  455;  Freeman  on  Executions,  §§  179,  180;  Pearce 
on  Railroads,  496-1 ;  Jones  on  Mortgages,  §  161 ;  Borer  on  Judi- 
cial Sales  (2d  ed.),  222;  Archer  v.  Terre  Haute  and  Indian- 
apolis R.  Co.,  102  m.  493;  Bruffett  v.  Great  Western  R.  Co.,  25 
111.  353;  Chicago  and  Rock  Island  R.  Co.  v.  Whipple,  22  111.  105; 
Ottawa,  Oswego  and  Fox  River  YsUey  R.  Co.  v.  Black,  79  111. 
262. 

The  circuit  court  having  reached  this  conclusion,  its  order 
and  judgment  will  be  afSrmed. 

JUDQMBiNT  AFFIRMED* 


THOMAS  V.  DAKIN. 
22  Wend.  (N.  Y.)  112.    1839. 

Chief  Justice  NEiiSON:  This  is  an  action  brought  by  the 
plaintiff,  as  president  of  the  Bank  of  Central  New  York,  an  as- 
sociation formed  under  what  is  familiarly  known  as  the  general 
banking  law,  passed  April  18,  1838,  to  recover  several  demands 
due  the  institution. 

The  defendant  has  demurred  to  the  declaration,  and  urges  the 
unconstitutionality  of  the  law  by  way  of  defense;  and  it  is  in- 
sisted, in  his  behalf:  (1)  That  the  associations  formed  under 
this  law  are  corporations;  and  (2)  That  a  general  law  authoriz- 
ing the  creation  of  these  bodies  is  inconsistent  with  the  ninth 
section  of  the  seventh  article  of  the  constitution.  On  the  part  of 
the  plaintiffs,  it  is  urged  in  reply:  (1)  That  the  associations 
are  not  corporations;  (2)  That  if  they  be,  the  act  authorizing 
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them  may  be  passed  by  a  majority  hill;  and  (3)  If  within  the 
ninth  section,  still  the  law  may  be  passed  by  two-thirds  of  the 
members  dectei 

Are  these  associations  corporations?  In  order  to  determine 
this  question,  we  must  first  ascertain  the  properties  essential  to 
constitute  a  corporate  body,  and  compare  them  with  those  con- 
ferred upon  the  associations,  for  if  they  exist  in  common,  or  sub- 
stantially correspond,  the  answer  will  be  in  the  affirmative.  A 
corporate  body  is  known  to  the  law  by  the  powers  and  faculties 
bestowed  upon  it,  expressly  or  impliedly,  by  the  charter;  the 
use  of  the  term  corporation  in  its  creation  is  of  itself  unim- 
portant, except  as  it  unU  imply  the  possession  of  these.  They 
may  be  expressly  conferred,  and  then  they  denote  this  legal  be- 
ing as  unerringly  as  if  created  in  general  terms.  It  has  been  well 
said  by  learned  expounders,  that  a  corporation  aggregate  is  an 
artificial  body  of  men,  composed  of  divers  individu^,  the  liga- 
ments of  which  body  are  the  franchises  and  liberties  bestowed 
upon  it,  which  J>ind  and  unite  all  into  one,  and  in  which  covr 
sists  the  whole  frame  and  essence  of  the  corporation. 

The  ^'franchises  and  liberties,'^  or,  in  more  nuocfom  language, 
and  as  more  strictly  applicable  to  private  corporations,  the  pow- 
ers and  faculties,  which  are  usually  specified  as  creating  cor- 
porate existence,  are:  1.  The  capacity  of  perpetual  succes- 
sion; 2.  The  power  to  sue  and  be  sued,  and  to  grant  and  receive 
in  its  corporate  name;  3.  To  purchase  and  hold  real  and  personal 
estate;  4.  To  have  a  common  seal,  and  5.  To  make  by-laws.  These 
indicia  were  given  by  judges  and  elementary  writers  at  a  very 
early  day,  since  which  time  the  institutions  have  greatly  multi- 
plied, their  practical  operation  and  use  have  been  thoroughly 
tested,  and  their  peculiar  and  essential  properties  much  better 
understood.  Any  one  comprehending  the  scope  and  purpose  of 
them,  at  this  day,  will  not  fail  to  perceive  that  some  of  the  pow- 
ers above  specified  are  of  trifling  importance,  while  others  are 
wholly  unessential.  For  instance,  the  power  to  purchase  and 
hold  real  estate  is  no  otherwise  essential  than  to  afford  a  place  of 
business;  and  the  right  to  use  a  common  seal,  or  to  m^ke-by-laws, 
may  be  dispensed  with  altogether.  For  as  to  the  one,  it  is  now 
well  settled  that  corporations  may  contract  by  resolution,  or 
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through  agents,  without  seal;  and  as  to  the  other,  the  power  is 
unnecessary  in  all  cases  where  the  charter  sufficiently  provides 
for  the  government  of  the  body.  The  distinguishing  feature, 
far  above  all  others,  is  the  capacity  conferred,  by  which  a  per- 
petual succession  of  different  persons  shall  be  regarded  in  the 
law  as  one  and  the  same  body,  and  may  at  all  times  act  in 
fulfillment  of  the  objects  of  the  association  as  a  single  indi- 
vidual. 

In  this  way^  a  legal  existence,  a  body  corporate,  an  artificial 
being,  is  constituted ;  the  creation  of  which  enables  any  number 
of  persons  to  be  concerned  in  accomplishing  a  particular  object, 
as  one  man.  While  the  aggregate  means  and  influence  of  all  are 
wielded  in  effecting  it,  the  operation  is  conducted  with  the  sim- 
plicity and  individuality  of  a  natural  person.  In  this  consists 
the  essence  and  great  value  of  these  institutions.  Hence  it  is 
apparent  that  the  only  properties  that  can  be  regarded  strictly 
as  essential,  are  those  which  are  indispensable  to  mold  the  differ- 
ent persons  into  this  artificial  being,  and  thereby  enable  it  to  act 
in  the  way  above  stated.  "When  once  constituted,  this  legal 
being  created,  the  powers  and  faculties  that  may  be  conferred 
are  various— limited  or  enlarged,  at  the  discretion  of  the  legis^ 
lature,  and  will  depend  upon  the  nature  and  object  of  the  in- 
stitution, which  is  as  competent  as  a  natural  person  to  receive 
and  enjoy  them.  We  may,  in  short,  conclude  by  saying,  ivith 
the  most  approved  authorities  at  this  day,  that  the  essence  of  a 
corporation  consists  in  a  capacity:  (1)  To  have  a  perpetual 
succession  under  a  special  name,  and  in  an  artificial  form;  (2) 
to  take  and  grant  property,  contract  obligations,  sue  and  be 
sued  by  its  corporate  name  as  an  individual;  and  (3)  to  receive 
and  enjoy  in  common,  grants  of  privileges  and  immunities. 

We  will  now  endeavor  to  ascertain  with  exactness  the  powers 
and  attributes  conferred  upon  these  associations  by  virtue  of  the 
statute.  The  first  fourteen  sections  (1  to  14)  prescribe  the 
duties  of  the  comptroller  in  furnishing  notes  for  circulation, 
taking  the  required  securities,  etc.  The  fifteenth  provides  that 
any  number  of  persons  may  associate  to  establish  offiees  of  dis- 
count, deposit  and  circulation.  The  sixteenth,  that  they  aihall 
make  and  file  a  certificate,  specifying :    1.  The  name  to  be  used 
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in  the  business.  2.  The  place  where  the  business  shall  be  car- 
ried on.  3.  The  amount  of  capital  stock  and  number  of  shares 
into  which  divide.  4.  The  names  of  the  shareholders.  5.  The 
duration  of  the  association.  The  eighteenth  confers  upon  the 
persons  thus  associating  the  most  ample  powers  for  carrying  on 
banking  operations,  together  with  the  right  ''to  exercise  such 
incidental  powers  as  shall  be  necessary  to  carry  on  such  busi- 
ness;" also  to  choose  a  president,  vice-president,  cashier  and  such 
other  officers  and  agents  as  may  be  necessary.  By  the  twenty- 
first  and  twenty-second  sections,  oontracts,  notes,  bills,  etc.,  shall 
be  signed  by  the  president  and  cashier;  and  all  suits,  actions, 
etc.,  are  to  be  brought  in  the  name  of,  and  also  against,  the 
president  for  the  time  being;  and  not  to  abate  by  his  death,  resig- 
nation or  removal,  but  to  be  continued  in  the  name  of  the  suc- 
cessor. Twenty-fourth  section:  The  association  may  purchase 
and  hold  real  estate,  etc.,  the  conveyance  to  be  made  to  the 
president,  or  such  other  officer  as  shall  be  designated,  who  may 
sell  and  convey  the  same  free  from  any  claim  against  share- 
holders. Nineteenth  section :  The  shares  of  capital  stock  to  be 
deemed  personal  property,  transferable  on  the  books  of  the  asso- 
ciation; and  every  person  becoming  a  shareholder  by  such  trans- 
fer shall  succeed  to  all  the  rights  and  liabilities  of  the  prior 
holder.  Twenty-third  section :  No  shareholder  to  be  personally 
liable;  and  the  association  is  not  to  be  dissolved  by  the  death 
or  insanity  of  any  shareholder. 

1.  Upon  a  perusal  of  these  provisions,  it  will  appear  that  the 
association  acquires  the  power  to  raise  and  hold  for  common 
use  any  given  amount  of  capital  stock  for  banking  purposes, 
which,  when  subscribed,  is  made  personal  property,  and  the 
several  shares  transferable  the  same  and  with  like  effect  as  in 
case  of  oorporate  stock;  to  assume  a  common  name  under  which 
to  manage  all  the  affairs  of  the  association ;  to  choose  all  officers 
and  agents  that  may  be  necessary  for  the  pupose,  and  remove 
and  appoint  them  at  pleasure.  It  will,  hence,  be  seen,  that  al- 
though the  association  may  be  composed  of  a  number  of  different 
persons,  holding  an  interest  in  the  capital  stock,  its  operations 
are  so  arranged  that  they  do  not  appear  in  conducting  its  affairs ; 
all  are  so  bound  together,  so  molded  into  one,  as  to  constitute 
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but  a  single  body,  represented  by  a  common  name,  or  names 
(the  knot  of  the  combination),  and  in  which  all  the  bnsiness  of 
the  institution  is  conducted  by  common  agents.  In  this  way  it 
purchases  and  holds  real  and  personal  property,  contracts  obliga- 
tions, discounts  bills,  notes  and  other  evidences  of  debt,  receives 
deposits,  buys  gold  and  silver  bullion,  bills  of  exchange,  etc, 
loans  money,  sues  and  is  sued,  etc.  It  is  true  some  portion  of 
the  business  is  conducted  in  the  assumed  name,  and  some  in  the 
name  of  the  president  for  the  time  being;  but  this  in  no  manner 
changes  the  character  of  the  body.  A  corporation  may  have 
more  than  one  name ;  it  may  have  one  in  which  to  contract,  grant, 
etc.,  and  another  in  which  to  sue  and  be  sued;  so  it  may  be 
known  by  two  different  names,  and  may  sue  and  be  sued  in 
either;  and  the  name  of  the  president,  his  official  name,  or  any 
other,  will  answer  every  purpose.  2  Bacon's  Abr.  5 ;  2  Salk.  451 ; 
2  Salk.  237;  Ld  Raym.  153,  680.  The  only  material  circum- 
stance is,  a  name,  or  names,  of  some  kind,  in  which  all  the  af- 
fairs of  the  company  may  be  conducted.  So  much,  and  no  more, 
is  essential  to  give  simplicity  and  effect  to  the  operation.  An 
artificial  being  is  thus  plainly  created,  capable  of  receiving  all 
the  ample  powers  and  privileges  conferred  upon  the  associations, 
and  of  managing  their  diversified  concerns  in  an  individual 
capacity.  All  busLness  is  to  be  conducted  in  a  ccnnmon  or  proper 
name. 

2.  This  artificial  being  possesses  the  powers  of  perpetual  suc- 
cession. Neither  sale  of  shares  or  death  of  shareholders  affect  it; 
if  one  should  sell  his  interest,  or  die,  the  purchaser  or  represen- 
tative, by  operation  of  law,  immediately  takes  his  place.  §  19. 
Nor  can  the  insanity  of  a  member  work  a  dissolution.  Id.  Offi- 
cers and  agents  for  conducting  the  business  of  the  association  are 
secured.  In  case  of  vacancy,  by  death  or  otherwise,  the  place 
may  at  once  be  filled.  §  18.  For  the  entire  duration,  therefore,  of 
the  association,  and  which  may  be  without  limit,  §  16,  sub.  5, 
the  whole  body  of  shareholders,  though  perpetually  shifting,  con- 
stitute  the  same  uniform,  artificial  being  which  is  to  be  engaged 
through  the  instrumentality  of  officers  and  agents  in  conducting 
the  business  of  the  concern,  and  no  member  is  personally  liable. 
§  23.    Then,  as  to  the  powers  conferred,  without  again  specially 
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Tecnrring  to  tbem,  it  will  be  seen  at  once  that  the  associatiom 
X>osse8B  all  that  are  deemed  essential,  according  to  the  most  ap- 
proved authorities,  to  constitute  a  corporate  body.  They  have 
a  capacity:  1.  To  have  perpetual  succession  under  a  common 
name,  and  in  an  artificial  form.  2.  To  take  and  grant  property, 
contract  obligations,  to  sue  and  be  sued  by  its  corporate  name 
in  the  same  manner  as  an  individual.  3.  To  receive  grants  of 
privileges  and  immunities,  and  to  enjoy  them  in  common.  All 
these  are  expressly  granted,  and  many  more,  besides  the  general 
sweeping  clause,  ''to  exercise  such  incidental  powers  as  shall  he 
necessary  to  carry  on  such  business^*  (meaning  the  business  of 
banking),  under  which  even  the  seal  and  right  to  make  by-laws 
are  clearly  embraced,  is  essential  in  conducting  the  affairs  of  the 
institution.    •    •    • 

By  CowBN,  J.  Independent  of  authority  and  general  reason- 
ii]g,  I  have  had  very  great  difficulty,  on  a  simple  reading,  to 
avoid  seeing  plain,  direct  and  express  enactments  in  the  general 
banking  law,  conferring  all  the  requisites  demanded  by  counsel. 

1.  I  read  of  a  collective  existence,  i.  e.,  a  body  of  men  associated 
under  a  name  conferred  mediately,  i.  6.,  through  the  certificate 
of  association,  by  the  sovereign  power,  which  is  the  legislature. 

2.  As  such  collective  existence,  I  read  that  the  association  has 
a  standing  in  court,  perhaps  in  its  own  name,  or  at  least  in  the 
name  of  its  president.  It  recovers  judgment  for  debts  due  to  it, 
and  execution  is  levied  on  its  property,  upon  a  recovery  against 
it.  3.  I  read  of  power  to  take  and  convey  title  to  property,  ac- 
quire and  give  rights ;  all  this  to  be  done,  as  it  must  be  in  every 
corporation,  by  its  agents,  but  certainly  in  its  collective  name 
and  designation ;  for  the  statute  demands  that  the  name  which  it 
assumes  shall  be  used  in  all  its  dealings.  4.  I  shall  have  occa- 
sion to  show  that  under  a  general  provision  of  the  act,  there  can 
be  no  doubt  of  its  power  to  make  by-laws.  There  are  various 
considerations  connected  with  this  short  view  of  the  question, 
which  may  perhaps  tend  to  the  Ulustratipn,  distinctness  and 
strength  of  that  view. 

The  associations  formed  under  the  act  may,  like  our  ordinary 
banks,  elect  their  president,  cashier  and  directors,  confer  on  the 
latter  as  I  have  assumed  and  intend  to  show,  the  power  to  make 
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and  repeal  by-laws,  to  regulate  electiona^  and  through  their 
proper  agents  in  the  name  of  the  association,  to  exercise  all  the 
other  functions  of  our  ordinary  incorporated  banking  institu- 
tions. The  latter  are  well  known  as  aggregate  moneyed 
corporations. 

It  can  not  be  denied  that  a  voluntary  association  or  partner- 
ship might,  temporarily,  also  elect  ibe  like  officers  and  agents, 
confer  upon  them  nearly  the  same  powers,  and  perform  about 
the  same  functions,  without  any  charter  or  act  of  incorporation 
whatever.  CoUyer  on  Partnership,  621,  Am.  ed.  1834.  There 
is,  however,  much  diflference  between  the  power,  duration  and 
legal  effect;  a  corporation  aggregate  is  in  law  an  individual  en- 
tirely distinct  from  its  members,  each  of  whom  may  hold  shares 
or  interests  in  the  corporation,  legally  transferable  in  virtue  of 
its  charter;  whereas  a  voluntary  association  is  made  up  of  in- 
dividuals not  distinct  from,  but  belonging  in  their  own  names 
and  rights  to  the  company.  Their  shares  or  interests  are  com- 
mon to  all ;  and,  except  so  far  as  these  may  be  made  up  of  prop- 
erty in  possession,  they  can  not  be  transferred  so  as  to  create 
anything  more  than  an  equitable  right  in  the  assignee.  Hence  a 
voluntary  company,  asserting  that  it  is  possessed  of  stock  trans- 
ferable at  the  option  of  the  holder,  has  been  said  to  be  punish- 
able for  pretending  to  act  as  a  corporation.  Collyer  on  Partner- 
ship, 624. 

The  members  of  a  copartnership  are  joint  tenants  in  the  stock 
and  all  the  effects  of  the  company,  and,  on  the  death  of  each, 
his  interest  in  the  common  choses  in  action,  at  law,  survives  to 
the  other  members,  while  his  interest  in  the  common  land  and 
choses  in  possession  passes,  as  an  undivided  share,  to  his  heirs  or 
personal  representatives.  Collyer  on  Partnership,  4,  5,  68.  The 
nature  of  these  interests  and  the  course  of  succession  are,  in 
some  respects,  modified  by  the  court  of  chancery.  Collyer  on 
Partnership,  70,  71.  All  the  members  must,  as  we  have  in  part 
before  seen,  be  named  in  suits  by  or  against  the  company,  the 
right  or  liability  to  which,  on  the  death  of  one,  survives  to  all 
the  others.  Collyer  on  Partnership,  386,  395,  420,  427.  Bach 
is  individually  liable  for  the  whole  debts  due  from  the  company, 
Collyer  on  Partnership,  212,  and  may  release  and  discharge  all 
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the  debts  due  to  them.  Collyer  on  Partnership,  239.  One  may 
enter  npon,  use  or  otherwise  control  all  the  common  property, 
real  or  personal;  indeed,  he  may,  in  general,  convert  it  to  his 
own  use,  subject  to  an  eooount.  Collyer  on  Partnership,  211. 
All  the  remedies  inter  se,  with  few  exceptions,  are  by  action  of 
account  or  bill  in  equity.  Collyer  on  Partnership,  143.  The 
firm  can  not,  in  general,  sue  or  be  sued  by  any  one  of  its  mem- 
bera,  for  this  would  involve  the  absurdity  of  a  man  being  both 
plaintiff  and  defendant  on  the  same  record.  CoUyer  on  Part- 
nership, 143,  644-5.  Partnerships  ars  dissoluble,  not  only  by 
death  or  insanity,  but  by  the  bankruptcy  of  a  member;  a  general 
sale  of  his  partnership  effects  by  execution;  his  attainder  of 
felony,  if  it  results  in  his  civil  death ;  an  assignment  by  himself 
of  all  his  interest,  and  the  marriage  of  a  partner  who  is  a  feme 
sole.  Indeed,  the  better  opinion  is,  that,  however  strong  the  pro- 
visions against  a  dissolution  may  be  in  the  articles  of  copart- 
nership, the  whole  concern  may  be  dissolved  at  any  time,  by  the 
act  of  a  single  partner,  at  his  own  mere  pleasure.  Even  during 
the  continuance  of  the  partnership,  he  may  interrupt  its  pro- 
ceedings, by  interdicting  any  single  measure,  though  agreed  on 
by  a  majority  of  the  firm.  At  least  this  is  generally  so  at  law, 
and  the  power,  it  is  apprehended,  can  be  but  partially  qualified 
by  a  court  of  chancery.  Collyer  on  Partnership,  58,  §  2.  3 
Kent's  Comm.,  53-4,  3d  ed.  It  would  seem  clearly  to  follow,  if  it 
has  ever  been  disputed,  that  any  powers,  though  jointly  conferred 
on  others,  as  to  act  in  the  direction  of  affairs,  or  use  a  common 
seal,  may  be  revoked  at  the  pleasure  of  either  partner. 

Most  of  these  incidents  it  is  impossible  for  the  partners  to  avoid 
by  any  stipulations  in  their  articles  of  connection ;  and  in  pro- 
portion as  any  body  of  men  is  authorized  by  statute  to  hold  prop- 
erty and  sue  and  be  sued  without  such  incidents,  they  approach 
the  character  of  a  corporation.  While  they  continue  partners 
they  are  considered  as  natural  persons  merely,  as  so  many  joint 
tenants  or  tenants  in  common,  of  all  their  property.  In  propor- 
tion as,  by  statute,  they  cease  to  be  so  they  become  an  artificial 
person.  These  two  are  the  only  persons  known  to  the  law,  accord- 
ing to  the  language  of  the  great  commentator,  1  Black.  Comm. 
123.    "Persons,**  says  he,  "are  divided  by  the  law  into  either 
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natural  persons  or  artificial.  Natural  persons  are  such  as  the 
God  of  nature  formed  us.  Artificial  are  such  as  are  created  and 
devised  by  human  laws  for  the  purposes  of  society  and  govern- 
ment, which  are  called  corporations  or  bodies  politic."  In  an- 
other part  of  his  work,  1  Black.  Comm.  467,  he  shows  the  ad- 
vantages of  corporations  over  partnerships  or  voluntary  com- 
panies. He  says :  *  *  Corporations  are  formed  in  order  to  preserve 
entire  and  forever  those  rights  and  immunities  which,  if  they 
were  granted  only  to  those  individuals  of  which  the  body  is  com- 
posed, would,  upon  their  death,  be  utterly  lost  and  extinct."  In 
a  mere  voluntary  assembly  he  admits  the  individuals  that  com- 
pose it  might  act  up  to  the  purposes  for  which  they  associated 
so  long  as  they  could  agree  to  do  so;  "but  they  could  neither 
frame  nor  receive  any  laws  or  rules  of  their  conduct;  none,  at 
least,  which  would  have  any  binding  force,  for  want  of  coercive 
power  to  create  a  suflScient  obligation;  and  when  they  are  dis- 
persed by  death  or  otherwise,  how  shall  they  transfer  their  ad 
vantages  to  others  equally  unconnected  with  themselves  f 

*'So,  also,  with  regard  to  holding  estates  or  other  property,  if 
land  be  granted  for  the  common  purpose  to  twenty  individuals 
not  incorporated,  there  is  no  legal  way  of  continuing  the  prop- 
erty to  any  other  persons  for  the  same  purpose,  but  by  endless 
conveyances  from  one  to  another,  cus  often  as  the  hands  are 
changed.  But  when  they  are  consolidated  and  united  into  a 
corporation,  they  and  their  successors  are  then  considered 
as  one  person  in  law;  as  one  person,  they  have  one  will,  which 
is  collected  from  the  sense  of  the  majority  of  the  individuals; 
this  one  will  may  establish  rules  and  orders  for  the  regulation 
of  the  whole,  which  are  a  sort  of  municipal  laws  of  this  little 
republic;  or  rules  and  statutes  may  be  prescribed  to  it  a4^  its 
creation,  which  are  then  in  the  place  of  natural  laws;  the  privi- 
leges and  immunities,  the  estates  and  possessions  of  the  corpora- 
tion, when  once  vested  in  them,  wiU  be  forever  vested,  without 
any  new  conveyance  or  new  successions;  for  all  the  individual 
members  that  have  existed  from  the  foundation  to  the  present 
time,  or  that  shall  ever  hereafter  exist,  are  but  one  person  in 
law,  a  person  that  never  dies ;  in  like  manner  as  the  river  Thames 
is  still  the  same  river,  though  the  parts  which  compose  it  are 
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changing  every  instant.''  In  this  quotation,  I  have  taken  the 
words  of  Blackstone  as  he  applied  them,  by  way  of  example,  to 
the  case  of  a  college  in  one  of  the  English  universities;  and  with- 
out quoting  him  literally  throughout,  have  confined  myself  to 
such  things  as  ihe  learned  author  considers  peculiar  to  every 
aggregate  corporation.  These  are,  in  short,  the  receiving  of  pe- 
culiar laws  and  the  making  of  by-laws  for  itself ;  perpetual  suc- 
cession, both  as  to  its  privileges  and  property;  the  having  one 
will,  as  collected  from  the  power  of  the  majority  to  make  by- 
laws; and  the  being  but  one  person  in  law,  a  person  that  dies  not, 
but  continues  the  same  individual,  though  its  parts  may  change. 
See,  also,  Ang.  &  Ames  on  Corp.,  23.    *    *    * 

The  great  and  essential  object  to  be  attained  by  the  creation 
of  a  corporation,  is  continuity  (sometimes  called  immortality) 
and  individuality;  ** properties,**  says  Ch.  J.  Marshall,  '*by 
which  a  perpetual  succession  of  many  persons  are  considered 
as  the  same,  and  may  act  as  the  single  individuaL  They  enable 
a  corporation  to  manage  its  own  affairs,  and  to  hold  property 
without  the  perplexing  intricacies,  the  hazardous  and  endless  ne- 
cessity of  perpetual  conveyances  for  the  purpose  of  transmitting 
it  from  hand  to  hand."  Dartmouth  College  v.  Woodward,  4 
"Wheat.  636;  Angel  &  Ames  on  Corp.,  2.  A  peculiar  sort  of 
individuality,  and  a  peculiar  mode  of  succession,  for  a  particular 
purpose,  and  not  allowed  by  the  general  law  to  natural  persons, 
enter  into  every  definition  of  a  corporation  that  I  have  seen. 
1  Kyd  on  Corp.,  2-3.  With  us  there  can  be  no  recent  creation 
of  such  an  artificial  person  except  by  statute.  2  Kent's  Comm., 
276,  3d  ed.  No  agreement  of  individuals  can  so  far  alter  the 
nature  of  things;  and,  as  we  have  seen  of  persons,  there  can  be 
only  two  kinds,  natural  and  artificial,  so  there  can  be  but  two 
modes  in  which  property  is  transmitted  by  succession.  The  one 
takes  place  between  natural  persons,  of  which  we  have  an  ex- 
ample in  descent  on  the  death  of  the  ancestor;  the  other  is  be- 
tween predecessors  and  successors  In  a  corporation  aggregate  or 
sole.  The  one  may  be  called  a  natural,  and  the  other  an  artificial 
succession;  and  it  is  evident  that  the  latter  can  not  exist  inde- 
pendent of  a  corporation,  any  more  than  the  former  wiUiont 
natural  persons.    1  Kyd  on  Corp.,  2-3. 
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Ill  the  associations  created  by  the  banking  law  great  care  has 
been  taken  to  introduce  and  maintain  corporate  succession  in 
every  part  of  the  system.  I  have  already  endeavored  to  show 
that  the  beneficial  interest  in  all  its  real  and  personal  property 
belongs  to  any  association  formed  under  that  law  as  an  in- 
dividual. If  I  have  succeeededy  it  follows  that  such  association 
is  a  corporation.  The  principle  of  succession  is  equally  maiur 
tained  in  respect  to  the  president  for  the  purpose  of  receiving 
conveyances  of  real  estate  and  selling  it;  and  so  when  he  acts 
as  the  organ  of  maintaining  actions  in  right  of  the  association 
and  defending  actions  brought.  All  these  rights,  powers  and 
duties  pass  in  perpetual  succession  from  president  to  president 
during  the  existence  of  the  company.  The  president  and  his  suc- 
cessors thus  come  to  enjoy,  in  the  nature  of  a  sole  corporation,  a 
perpetual  trusteeship  in  the  real  estate,  and  a  perpetual  power 
or  control  over  it,  together  with  the  suits  of  the  company.  '  'Prom 
their  having  perpetual  succession,  and  suing  and  heing  sued  in 
their  political  character,  single  persons  of  both  these  descriptions 
have  (without  much  propriety,  as  Mr.  Kyd  thinks)  been  uni- 
formly, in  the  books  of  English  law,  called  corporations.''  Eyd 
on  Corporations,  19,  20.  ''A  sole  corporation,  as  its  name  im- 
plies, consists  only  of  one  person,  to  whom  and  his  successors 
belongs  that  legal  perpetuity,  the  enjoyment  of  which  is  denied 
to  all  natural  persons."  Angel  &  Ames  cm  Corporations,  18, 19; 
1  Black.  Comm.,  469.  It  need  scarcely  be  remarked  that  the 
president  of  the  banking  associations  in  question  comes  fully 
within  the  general  definition. 

In  England,  sole  corporations  are  mostly  employed  to  hold  in 
succession  the  rights  and  property  of  the  ecclesiastical  establish- 
ment ;  and  it  is  said  they  can  not  take  personal  property  in  suc- 
cession, but  only  real.  Sole  corporations  are  not  common  In  the 
United  States.  Angel  &  Ames  on  Corp.,  19,  20.  But  it  is  not 
perceived  why  an  oflBcer,  or  other  person  authorized  to  hold  prop- 
erty, real  or  personal,  to  him  and  his  successors,  be  not  a  sole 
corporation  within  the  plain  meaning  of  the  definition.  The 
chamberlain  of  London,  who  may  take  a  recognizance  to  him  and 
his  successors,  in  his  political  capacity,  in  trost  for  orphans,  was 
said  to  be  a  sole  corporation  in  trust.    Byrd  v.  Wilford,  Cro. 
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Eliz.  464.  It  was  there  said  by  Gawdy  and  Fenner,  Js.,  that  the 
chamberlain  was  a  special  corporation  for  that  purpose;  and  an 
obligation  may  as  well  go  in  succession  as  land.  So  of  the  comp- 
troller who  takes  an  assignment  of  stocks,  bonds  and  mortgages, 
to  hold  under  the  general  banking  law.  Surely  these  would  not, 
on  his  death,  go  to  his  executors.  They  are  holden  by  him  in 
trust,  to  pay  the  debts  of  the  association;  and  would  pass  to 
his  successors.  He  is  equaUy  a  corporation  sole,  for  this  special 
purpose,  according  to  the  English  definition.  The  supervisor  of 
a  town  may  sue  or  be  sued.  2  B.  S.  387,  8,  §§  96  and  100,  2d  ed. 
Suppose  he  were  authorized  to  hold  lands  and  chattels  to  him 
and  his  successors,  in  trust  for  his  town,  would  he  not  be  a  sole 
corporation,  as  the  board  of  supervisors  or  loan  officers  are  an 
aggregate  corporation  in  respect  to  lAuds  which  they  hold  for 
the  county  f  Denton  v.  Jackson,  2  Johns.  Gh.  B.  325.  The 
grand  test  of  a  corporation  is  the  mode  in  which  property  suc- 
ceeds from  one  to  another.  When  it  does  not  go  to  the  heirs  of 
the  holder  as  a  natural  person,  it  passes  to  the  successor  or  suc- 
cessors, because  it  is  holden  in  a  corporate  capacity.  The  hold- 
ers are  therefore  said  to  be  a  person  or  body  politic  and  cor- 
porate, in  opposition  to  their  natural  capacity.  Thus,  all  prop- 
erty must  be  holden  by  natural  persons  or  corporations.  If  the 
property  of  an  association  under  the  general  banking  law  be  not 
holden  in  the  natural  capacity  of  the  different  members  as  part- 
ners, the  only  alternative  remaining  is  a  holding  by  corporations 
aggregate  or  sole.  No  third  description  of  person  is  known  to 
our  law.  None  was  known  to  the  BomAn  law.  See  1  Browne's 
Civil  and  Adm.  Law,  141.  None  to  any  sfystem  of  laws  with 
which  we  are  acquainted. 

There  are  two  cases  in  1  BoUe's  Abr.,  515,  which  show  still 
more  distinctly  that  the  president  of  an  association  and  the  state 
comptroller  must  be  considered  each  as  sole  corporations.  One  is 
where  a  president  of  a  college  of  physicians  recovers,  in  that 
character,  a  penalty  against  a  party  for  practicing  without 
license.  Another  is  where  the  master  of  an  hospital  recovers,  in 
that  character,  the  arrears  of  the  annuity  due  to  the  hospital. 
On  the  death  of  either  the  interest  in  the  judgment  recovered 
passes  to  his  successor,  and  not  to  his  executor;  and  simply  be- 


Digitized  by 


Google 


62  DEFINITION  AND  GENERAL  IDEA. 

cause  the  debt  thus  goes  in  succession,  and  Toller  says  they  are 
each  a  special  or  sole  corporation  like  the  chamberlain  of  London 
before  mentioned.  Toll,  on  Ex.,  ch.  4,  §  3,  p.  136,  ed.  of  1803. 
See  also  1  Wms.  Ex.  546,  ed.  of  1832.  Atkins  v.  Gardener,  Cro. 
Jac.  159.  This  matter  is  yery  fully  illustrated  in  2  Black. 
Comm.,431,2.    •    •    • 

By  Beonson,  J. :  I  concur  fully  in  the  opinions  expressed  by 
my  brethren,  that  associations  formed  under  the  general  bank- 
ing law  are  corporations,  and  that  the  assent  of  two-thirds  of  all 
the  members  elected  to  each  branch  of  the  legislature  was  neces- 
sary to  the  passing  of  the  act.  But,  as  at  present  advised,  I  can 
not  concur  in  the  opinion  that  the  legislature  has  the  constitu- 
tional power,  although  two-thirds  may  assent,  to  provide  by  a 
general  law  for  the  creation  of  an  indefinite  number  of  corpora- 
tions at  the  pleasure  of  any  persons  who  may  associate  for  that 
purpose. 

It  was  conceded  on  the  argument,  that  the  demurrer  does  not 
reach  the  objection  that  the  act  was  not  passed  by  a  two-thirds 
vote ;  and  I  have  not,  therefore,  considered  the  question  whether 
we  can  look  beyond  the  statute  book.  A  plea  may  render  it 
necessary  for  us  to  pass  upon  that  question. 

Judgment  for  plaintiff. 
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CHAPTER  IL 

CREATION  OF  CORPORATIONS.* 

The  State's  Power  to  Create  and  Evidence  of  its  Consewt,^^ 

THE  CASE  OF  SUTTON'S  HOSPITAL. 

10  Coke,  23a,  Etc.    1613. 

(In  part) 

"  •  •  •  And  it  is  to  be  known,  that  every  corporation  or 
incorporation,  or  body  politic  or  incorporate,  which  are  all  one, 
either  stands  upon  one  sole  person,  as  the  king,  bishop,  parson, 
etc.,  or  aggregate  of  many,  as  mayor,  commonalty,  dean  and 
chapter,  etc.,  and  these  are  in  the  civil  law  called  universitas  sive 
collegium.  Now  it  is  to  be  seen  what  things  are  of  the  essence 
of  a  corporation.  1.  Lawful  authority  of  incorporation;  and 
that  may  be  by  four  means,  sc.  hy  the  common  law,  as  the  king 
himself,  etc.,  by  authority  of  parliament;  by  the  king's  charter 
(as  in  this  case),  and  by  prescription.  The  2d,  which  is  of  the 
essence  of  the  incorporation,  are  persons  to  he  incorporated,  and 
that  in  two  manners,  sc.  persons  natural,  or  bodies  incorporate 
and  political.  3.  A  name  hy  which  they  are  incorporated,  as  in 
this  case  governors  of  the  lands,  etc.  ^  Of  a  place,  for  with- 
out a  place  no  incorporation  can  be  made;  here  the  place  is  the 
charter-honse  in  the  county  of  Middlesex.  Vide  3  Hen.  VI  'Det.' 
20;  17  Edw.  Ill  596,  and  45  Edw.  Ill  17.  5.  By  words  suf- 
ficient in  law,  but  not  restrained  to  any  certain  legal  and  pre- 
script form  of  words.  And  for  as  much  as  good  pleading  is 
lapis  lydius,  the  touch-stone  of  the  true  sense  and  knowledge  of 
the  common  law,  the  form  of  pleading  of  a  corporation  by  pre- 

^See  Sees.  1206a-1236,  Vol.  9,  Cyclopedia  of  Law. 
^^See  Sees.  1209,  1210,  Vol.  9,  Cyclopedia  of  Law. 
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scription  is  to  be  observed,  for  in  Bnch  case  he  ought  to  prescribe 
in  everything  which  is  of  the  essence  of  the  incorporation.  •  •  • 
It  appears  that  incorporo,  or  any  derivative  thereof,  is  not  in 
law  requisite  to  create  an  incorporation,  but  other  equivalent 
words  are  sufficient,  as  nominati  and  cogniti;  and  therewith  agree 
44  Assizes,  p.  9.  In  Prior  of  Plimpton's  Case  and  4  Edw.  IV 
7b,  in  the  case  of  Abbot  of  Glastenbury,  and  in  none  of  these 
books  or  records  was  any  mention  made  of  these  words,  fundo, 
erigo,  etc.,  or  any  other  like  words,  for,  as  it  hath  been  said, 
they  are  only  declaratory  words,  and  the  effect  of  them  may  be 
done  by  the  owner  of  the  land  without  any  grant.  And  it  was 
well  observed  that  in  old  time  the  inhabitants  or  burgesses  of  a 
town  or  borough  were  incorporated  when  the  king  granted  to 
them  to  have  gUdam  mercatoriam.  •  •  •  Vide  for  this  word 
guild  or  fraternity  in  the  Book  of  Enlxies,  68 ;  37  Edw.  Ill,  c  5 ; 
15  Rich.  II,  c.  5;  the  statute  of  1  Edw.  VI  of  Chantries.  In 
which  three  things  were  observed.  1.  How  prudens  antiquitus 
did  always  comprehend  much  matter  in  a  narrow  room.  2.  That 
to  the  creation  of  an  incorporation  the  law  had  not  restrained 
itself  to  any  prescript  and  incompatible  words.  3.  That  when 
a  corporation  is  duly  created,  all  other  incidents  are  tacite  an- 
nexed. And  for  direct  authority  in  this  point,  in  22  Edw.  IV 
Grants,  30,  it  is  held  by  Brian,  chief  justice,  and  Choke,  that 
corporation  is  sufficient  without  the  words  to  implead  and  to  be 
impleaded,  etc.,  and  therefore  divers  clauses  subsequent  in  the 
charters  are  not  of  necessity,  but  only  declaratory,  and  might 
well  have  been  left  out.  As  1.  By  the  same  to  have  authority, 
ability  and  capacity  to  purchase,  but  no  clause  is  added  that  they 
may  alien,  etc.,  and  it  need  not,  for  it  is  incident.  2.  To  sue  and 
be  sued,  implead  and  be  impleaded.  3.  To  have  a  seal,  etc.; 
that  is  also  declaratory,  for  when  they  are  incorporated,  th^ 
may  make  or  use  what  seal  they  will.  4.  To  restrain  them  from 
aliening  or  demising  but  in  certain  form;  that  is  an  ordinance 
testifying  the  king's  desire,  but  it  is  but  a  precept,  and  doth  not 
bind  in  law.  5.  That  the  survivors  shall  be  the  corporation ;  that 
is  a  good  clause  to  oust  doubts  and  questions  which  might  arise, 
the  number  being  certain.  6.  If  the  revenues  increase,  that  they 
^hall  be  employed  to  increase  the  number  of  poor,  etc. ;  that  is 
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but  explanatory,  as  appears  in  the  Case  of  Thetford  School,  in 
the  eighth  part  of  my  Reports  (f.  31a).  7.  To  be  visited  by  the 
governors,  etc.;  that  is  also  explanatory,  •  •  •  for  if  no 
visitor  had  been  appointed  by  the  charter,  the  governors  should 
visit ;  and  the  books  in  8  Edw.  Ill  28,  and  8  Assizes,  29,  do  not 
gainsay  it,  where  it  is  held,  that  if  the  hospital  be  lay,  the  patron 
shall  visit,  and  if  spiritual  the  bishop  shall  visit,  so  that  every 
hospital  is  visitable;  it  is  true,  but  in  the  case  at  the  bar  the 
poor  of  the  hospital  are  not  incorporated,  and  so  no  legal  hos- 
pital. 8.  To  make  ordinances;  that  is  requisite  for  the  good 
order  and  government  of  the  poor,  etc.,  but  not  to  the  essence 
of  the  incorporation.  9.  The  exemption  from  the  ordinary  is 
but  declaratory,  for  being  a  lay  incorporation  he  neither  can  nor 
ought  to  visit.  10.  The  license  to  purchase  in  mortmain  is  neces- 
sary for  the  maintenance  and  supi>ort  of  the  poor,  etc.,  for  with- 
out revenue  they  can  not  live,  and  without  a  license  in  mortmain 
they  can  not  lawfully  purchase  revenues,  and  yet  that  is  not 
of  the  essence  of  the  corporation,  for  the  corporation  is  perfect 
without  it,  so  that  by  what  has  been  said,  it  appears  what  things 
in  genere  are  requisite  to  a  complete  body  incorporate,  and  which 
are  verba  operativa  in  this  case  (which  are  necessary  to  be  known 
in  every  case),  in  the  resolution  whereof  it  appears  how  neces- 
sary It  is  that  the  law  and  experience  should  join  with  their 
hands  together.    •    •    •  » 


STATE  OP  CONNBCTICUT  EX  EEL  WILCOX  v.  CURTIS. 
35  Conn.  374-384.    1868. 

Heard  on  demurrer  to  an  information  in  the  nature  of  a  quo 
warranto  filed  by  Wilcox,  a  director  of  a  bank,  who  claimed  to  be 
kept  out  of  his  position  by  defendant. 

BuTLBB,  J.  The  power  to  create  a  corporation  is  an  attribute 
of  sovereignty;  and  the  government  of  the  United  States  created 
the  corporation  in  question,  in  the  exercise  of  that  independent 
and  supreme  sovereign  power  which  the  people  delegated  to  it 
by  the  constitution.    It  is,  therefore,  the  creature  of  that  sover- 
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eignty,  and  amenable  to,  and  controllable  by  it,  and  by  none  other. 

An  information  in  the  nature  of  a  quo  warranto  against  a  cor- 
poration lies  only  at  the  instance  and  in  the  name  of  the  sov- 
ereign power  which  created  it  (5  Wheaton  291.)  The  original 
writ  so  lay  against  any  person  who  usurped  any  franchise  or 
liberty  against  the  king,  or  for  misuser  or  non-user  of  franchises 
or  privileges  granted  by  him.  The  information  in  the  nature 
of  a  quo  warranto,  authorized  by  the  statute  of  the  9th  Anne,  at 
the  relation  of  any  person  against  any  other  person  usurping, 
intruding  into,  or  unlawfully  holding  any  franchise  or  ofSce  in 
any  corporation,  is  but  an  extension  and  simplification  of  the 
ancient  writ,  and  is  grantable  only  where  that  would  lie.  In 
England  it  lies  in  the  name  of  the  sovereign  against  those  who 
usurp  such  franchises,  because  such  usurpation  is  in  derogation 
of  the  rights  of  the  crown.  In  this  country  it  lies  in  the  name 
of  the  government,  against  those  who  usurp  such  franchises, 
because  grantable  or  granted  by  the  commonwealth. 

*'The  state,  or  commonwealth,"  says  Mr.  Angell  in  his  work  on 
corporations,  ''stands  in  the  place  of  the  king,  and  has  succeeded 
to  all  the  prerogatives  and  franchises  proper  to  a  republican  gov- 
ernment. With  us  therefore  to  assume  a  power  which  can  not 
be  exercised  without  a  grant  from  the  sovereign  authority,  or  to 
intrude  into  the  ofSce  of  a  private  corporation,  contrary  to  the 
provisions  of  the  statute  which  creates  it,  is,  in  a  lai^e  sense,  to 
invade  the  sovereign  prerogative  and  to  assume  or  violate  a 
sovereign  franchise."  And  the  cases  cited  fully  sustain  his  posi- 
tions. Upon  the  same  principles  the  information  can  lie  only 
in  the  name  of  the  United  States  and  in  the  federal  courts, 
against  those  who  invade  a  f  randiise  grantable  or  granted  by  the 
national  government. 

As  then  the  corporation  in  question  is  the  creature  of  federal 
sovereignty,  and  in  respect  to  its  internal  organization,  opera- 
tion and  continual  existence  is  amenable  to  and  controllable  by 
that  sovereignty  (done;  and  as  the  writ  in  question  is  properly 
grantable  by  that  sovereignty  alone-  whose  franchise  has  been 
invaded  and  violated,  it  would  seem  upon  principle  too  clear  for 
argument  (if  there  be  nothing  more  in  the  case)  that  the  relator 
has  erred  in  invoking  the  interference  of  another  uninvaded  and 
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unviolated  sovereignty,  and  the  c&urt  hdmu  hwve  erred  in  assum- 
ing jurisdiction  and  granting  the  writ. 

Such  is  the  obvious  prima  fade  character  of  the  case  before  us. 
But  the  plaintiff  insists  that  there  is  no  error  and  makes  several 
claims,  founded  upon  the  complex  character*  of  sovereignty  as  it 
exists  in  this  country,  divided  between  the  national  and  state 
governments. 

1.  He  insists  in  the  first  place  that  this  institution  is  amen- 
able to  state  sovereignty,  because  it  is  located  and  its  officers 
discharge  their  duties  and  perform  their  functions  within  this 
state.  This  claim  is  groundless. 

It  is  indeed  true,  in  the  language  of  the  supreme  court  of  the 
United  States  (2  Howard  555),  that  a  "corporation  created  by 
a  state  to  perform  its  functions  under  the  authority  of  that  state, 
and  only  suable  there,  though  it  may  have  members  out  of  the 
state,  is  a  person,  though  an  artificial  one,  inhabiting  and  be- 
longing to  that  state,  and,  therefore,  entitled— for  the  purpose 
of  suing  and  being  sued— to  be  deemed  a  citizen  of  the  state.'' 
But  this  is  not  such  a  corporation.  It  was  not  created  by  us; 
it  does  not  perform  its  functions  under  our  authority,  and  it  is 
the  creature  of  and  controllable  by  another  and  superior  sover- 
eignty. That  other  sovereignty  is  exercised  over  the  whole  coun- 
try irrespective  of  state  lines  or  state  authority.  It  places  its 
officers,  agents  and  instruments  wheVever  its  necessities  or  its 
interests  require,  and  necessarily  within  the  limits  of  the  states. 
With  those  officers,  and  agents,  and  instruments,  in  the  exercise 
of  their  functions,  state  authority  can  in  no  way  interfere.  The 
national  banfas  are  its  instruments,  by  which  it  performs  its 
functions  in  establishing  a  national  currency;  on  that  fact  their 
constitutionality  is  placed,  and  in  the  exercise  of  the  powers  con- 
ferred upon  them  they  are  as  independent  of  state  control  as 
the  army,  or  navy,  or  the  officers  of  the  sub-treasury  and  cus- 
tom-house, or  any  other  instrumentdUty  by  which  the  functions 
of  the  federal  government  are  performed.  No  other  view  is  com- 
patible with  the  principles  of  our  own  jurisprudence,  or  those 
recognized  and  declared  by  the  supreme  court  of  the  United 
States  in  numerous  cases,  and  particularly  in  the  exhaustive 
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opinion  of  Chief  Justice  Marshall  in  McCulloch  v.  Maryland,  4 
Wheat.  316. 

2.  The  relator  insists,  in  the  second  place,  that  the  superior 
court  has  jurisdiction  of  the  defense  set  forth  in  the  informa- 
tion, because  the  judicial  power  of  the  federal  and  state  govern- 
ments is  exercised  concurrently  by  the  courts  of  either,  unless 
congress  has  conferred  exclusive  jurisdiction,  in  respect  to  the 
subject-matter,  on  the  federal  courts,  and  no  such  exclusive  juris- 
diction has  been  conferred  in  relation  to  this.  This  daim  is 
equally  unfounded. 

It  is  undoubtedly  true  that  the  state  courts  retain  jurisdiction 
over  some  matters,  to  which,  by  the  constitution  and  laws  of  the 
United  States,  jurisdiction  is  given  to  the  federal  government 
and  courts,  and  in  respect  to  which  jurisdiction  appertained  to 
and  was  exercised  by  the  state  courts  prior  to  the  adoption  of 
that  constitution.  On  that  subject  the  rule  seems  to  be,  ih&t 
the  state  courts  retain  the  jurisdiction  which  they  had  before  that 
event  except  where  it  was  taken  away  by  an  exclusive  constitu- 
tional grant  of  jurisdiction  to  the  federal  government,  or  con- 
gress have  made  the  jurisdiction  exclusive  in  the  federal  courts, 
or  the  exercise  of  the  jurisdiction  is  repugnant  to,  and  incom- 
patible with  such  exercise  by  those  courts. 

But  the  cases  where  such  concurrent  jurisdiction  can  be  enter- 
tained by  the  courts  of  the  states  are  few.  Most  of  those  where 
such  jurisdiction  has  been  sustained  by  the  supreme  court  of  the 
United  States,  and  all  to  which  we  have  been  particularly  re- 
ferred, were  cases  of  a  criminal  character  where  the  act  was  an 
offense  against  both  sovereignties,  and  punished  by  the  law  of 
the  state.  Here  there  could  be  no  jurisdiction  anterior  to  the 
adoption  of  the  constitution.  Nor  has  there  been  any  invasion 
of  the  sovereignty  of  this  state  or  violation  of  its  laws,  or  any 
offense  which  the  state  is  called  upon  to  redress  in  its  own  behalf. 
It  is  a  clear  principle  that  where  there  has  been  no  offense  there 
can  be  no  judicial  jurisdiction;  and  equally  dear  that  a  state 
has  no  authority  to  enforce  a  national  law  in  behalf  of  the 
national  government. 

And  this  is  one  of  that  class  of  cases  where  jurisdiction  in  the 
state  court  is  utterly  incompatible  with  the  necessary  jurisdie- 
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tion  of  the  national  government.  The  corporation  in  question 
being  the  creature  and  instrument  of  that  government  must  nec- 
essarily be  subject  to  that  alone.  By  the  common  law,  and  by 
our  statute,  an  information  of  this  character  lies  as  well  to  de- 
prive a  corporation  of  its  charter  as  to  determine  the  rights  of 
its  competing  ofGicers ;  and  if  the  relator  is  right  in  this  claim,  its 
charter  can  be  taken  away  and  its  franchises  seized  by  the  courts 
of  the  state.  Nothing  could  be  more  repugnant  in  character 
than  such  an  unauthorized  interference,  for  such  a  purpose,  or 
for  any  purpose. 

3.  The  plaintiff  claims  in  the  third  place,  that  concurrent 
jurisdiction  of  the  subject-matter  is  conferred  upon  the  state 
courts  by  the  amended  currency  act  of  1864,  section  57,  which 
provides,  "that  suits,  action  and  proceedings  against  any  associa- 
tion, under  this  act,  may  be  had  in  any  circuit,  district,  or  terri- 
torial court  of  the  United  States,  held  within  the  district  in  which 
such  association  may  be  established;  or  in  any  state,  county  or 
municipal  court  in  the  county  or  city  in  which  said  association 
is  located,  having  jurisdiction  in  similar  cases.  Provided,  how- 
ever, that  all  proceedings  to  enjoin  the  comptroller  under  this 
act  shall  be  had  in  a  circuity  district  or  territorial  court  of  the 
United  States  held  in  the  district  in  which  association  is  located.'' 
To  this  claim  also  we  find  it  impossible  to  assent. 

The  information  in  the  nature  of  a  quo  warranto,  although 
grantable  to  determine  a  private  right  to  an  oflSce  in  a  corpora- 
tion, between  party  and  party,  as  well  as  to  determine  the  right 
of  the  corporation  to  the  franchise  assumed,  and  a  civil  proceed- 
ing must  be  filed  and  issued  in  the  name  of  the  sovereignty  which 
created  the  corporation,  and  is  still  so  far  forth  a  prerogative 
writ.  Congress,  in  the  exercise  of  its  authority  to  apportion  the 
judicial  power  among  the  inferior  federal  courts,  has  been  very 
cautious  in  conferring  the  power  to  grant  prerogative  writs. 
That  power  is  nowhere  conferred,  in  express  terms,  upon  the 
circuit  or  any  other  federal  court  located  in  the  states.  They  did 
attempt  to  confer  the  power  to  grant  a  mandamus  upon  the  su- 
preme court,  as  a  matter  of  original  jurisdiction,  but  that  court, 
in  Marbury  v.  Madison,  held  the  act  unconstitutional,  on  the 
ground  that  it  was  not  competent  for  congress  to  increase  the 
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original  jnrisdiction  of  the  supreme  court.  By  the  eleventh 
section  of  the  judiciary  act  of  1789  jurisdiction  was  given  to 
the  circuit  courts  of  all  suits  of  a  civil  nature  at  common  law 
and  in  equity  to  the  amount  of  $500  or  more  betwen  certain 
parties.  This  writ^  though  in  its  nature  grantable  at  the  dis- 
cretion of  the  court,  is  one  of  right,  and  constitutes  a  suit 
within  the  meaning  of  that  term  as  used  in  the  act,  but  it  is  not 
of  the  character,  or  between  the  parties  contemplated  by  it. 

The  14th  section  also  authorizes  the  circuit  and  other  federal 
courts  **to  issue  writs  of  habeas  corpus  and  all  other  writs  not 
specially  provided  for  by  statute,  which  may  be  necessary  far 
the  exercise  of  their  respective  jurisdictions,  and  agreeable  to 
the  principles  and  usages  of  law/'  But  the  supreme  court,  in 
Mclntire  v.  Wood  (7  Cranch  504),  and  M'Lung  v.  Silliman  (6 
Wheaton  598),  and  Kendall  v.  The  United  States  (12  Peters 
524),  held  that  the  circuit  courts,  within  the  states,  had  not 
power  under  those  sections  to  grant  a  mandamus,  which  is  one  of 
those  writs,  unless  necessary  for  the  exercise  of  their  jurisdiction 
within  the  limits  prescribed,  although  the  power  was  sustained 
in  the  latter  case,  as  having  been  given  to  the  circuit  court  of  the 
District  of  Columbia.  The  granting  of  those  writs  undoubtedly 
appertains  to  the  judicial  power  of  the  government,  but  that 
part  of  the  power  seems  not  to  have  been  conferred  by  congress 
upon  any  of  the  courts  but  that  of  the  District  of  Columbia,  in 
prescribing  their  jurisdit^tion,  except  as  incident  to  and  necessary 
for  the  exercise  of  the  other  special  powers  with  which  they  are 
clothed.  The  circuit  court  of  the  United  States  for  this  district 
has  not  the  power,  therefore,  to  issue  a  quo  warranto  in  a  case 
like  this,  by  virtue  of  any  general  jurisdiction.  And  is  it  to  be 
assumed  that  congress,  having  been  thus  cautious  of  entrusting 
the  federal  courts  with  that  power,  intended  nevertheless  to  con- 
fer it  by  the  language  quoted  and  not  only  on  the  federal,  but 
upon  the  state  court;  to  delegate  to  the  state  courts  a  part  of 
their  sovereignty;  to  submit  a  corporation— a  creature  of  their 
creation,  and  an  instrument  by  which  they  perform  one  of  their 
functions— to  the  absolute  and  unrestrained  supervision  and  con- 
trol of  the  courts  of  another  sovereignty,  especially  when  by  the 
act  which  created  it  they  reserved  to  their  own  officers  unusual 
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sni)ervisory  power  and  control  t  I  think  not.  And  if  the  ease 
turned  upon  that  question  alone,  I  should  be  strongly  inclined 
to  the  opinion  that  congress  intended  by  the  clause  quoted  to 
provide  a  more  convenient  forum  for  determining  the  ordinary 
questions  which  must  naturally  arise  between  the  corporations 
and  others  in  the  course  of  their  business,  and  intended  no  more. 

But  there  is  another  and  conclusive  objection  to  this  claim  of 
the  plaintiff.  The  section  in  question  authorizes  suits  (igainst  the 
corporation  only.  This  is  not  a  suit  against  the  corporation,  but 
a  proceeding  by  one  individual  against  another  individual  com- 
peting for  the  office  of  director  of  it,  and  it  is  not  within  the 
letter  or  spirit  of  the  act. 

For  these  reasons  we  advise  that  the  information  is  insufficient 
and  the  demurrer  should  be  sustained. 

In  this  opinion  the  other  judges  concurred. 


THE  GOVERNOR  v.  ALLEN  AND  McMURDIB. 
8  Humphrey  (Penn.)  176-184.    1847. 

TuBLBY,  J.  On  the  18th  day  of  August,  1843,  G.  A.  Davie, 
who  had  been  elected  trustee  for  the  county  of  Montgomery,  ex- 
ecuted his  bond,  with  G.  P.  Allen  and  Robert  McMurdie  his 
sureties,  to  the  governor  in  and  over  the  state  of  Tennessee,  in 
the  penal  sum  of  $3,000,  to  be  void  upon  condition  that  he  re- 
ceived and  securely  kept  and  paid  over  the  school  funds  of  said 
county,  as  the  law  directs.  This  bond  was  acknowledged  in  open 
court  at  the  August  term,  1843,  of  the  county  court  of  Mont- 
gomery. The  condition  oi  this  bond  being  broken,  a  suit  thereon 
was  commenced  at  the  July  term,  1846,  of  the  circuit  court  of 
Montgomery,  in  the  name  of  Aaron  V.  Brown,  governor,  in  and 
over  the  state  of  Tennessee,  against  G.  P.  Allen  and  Robert  Mc- 
Murdie, two  of  the  obligators.  To  the  declaration  the  defendants 
filed  a  general  demurrer,  which  was  sustained  by  the  circuit 
judge,  and  judgment  given  accordingly,  from  which  an  appeal 
in  error  is  prosecuted  to  this  court. 

The  question  presented  for  consideration  upon  this  demurrer 
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is  whether  a  suit  at  law  can  be  maintained  npon  this  bond,  in 
the  name  of  the  governor  of  the  state.  By  the  43d  section  of 
the  act  of  1838,  ch.  148,  and  the  41st  section  of  the  act  1840,  ch. 
38,  the  trustees  of  the  different  counties  of  this  state,  before  the 
reception  of  the  portion  of  common  school  fund  belonging  to 
their  counties  under  the  general  law  for  distributing  it  to  them, 
are  required  to  enter  into  bond,  with  two  or  more  securities,  for 
the  proper  performance  of  their  duties  in  relation  thereto,  to 
the  superintendent  of  public  instruction  and  his  successors  in 
o£Sce.  The  bond  sued  on  then,  in  this  action,  is  not  a  good 
statutory  bond,  according  to  all  the  decisions  of  the  state  courts 
upon  such  subjects  and  the  question  necessarily  is  whether  it 
can  be  held  to  be  a  good  common  law  bond  to  be  sued  upon  in 
the  name  of  the  governor  of  the  state. 

Before  entering  into  a  general  investigation  of  this  subject  we 
deem  it  proper  to  premise  that  the  bringing  this  suit  in  the  name 
of  Aaron  V.  Brown,  governor  and  successor  of  James  C.  Jones, 
gives  no  additional  strength  to  the  action  which  it  would  not 
have  had,  provided  the  suit  had  been  brought  merely  in  the  name 
of  the  governor  of  the  state,  and  that  the  question  must  be  ex- 
amined as  if  it  had  been  so  brought,  for  if  the  bond  be  not  a 
good  common  law  bond  when  made  payable  to  the  office  of  the 
governor  as  such,  the  making  it  payable  to  a  particular  governor 
described  eo  nomine  and  his  successors  could  not  sustain  the 
action,  for  in  such  case,  the  suit  would  not  enure  to  his  suc- 
cessors, but  must  be  brought  in  his  name  if  alive,  and  if  not,  in 
the  name  of  his  personal  representative.  The  bond  in  this  ease, 
in  point  of  fact,  was  not  executed  to  any  particular  governor,  eo 
nomine,  but  to  the  governor  in  and  over  the  state  of  Tennessee, 
then  can  an  action  at  law  be  maintained  upon  itt  The  solution 
of  this  question  depends  upon  the  fact  whether  a  bond  can  upon 
common  law  principles  be  executed  to  the  governor  of  the  state. 
In  the  case  of  Polk  v.  Plummer  and  others,  2  Humph.  506,  Judge 
Reese,  who  delivered  the  opinion  of  the  court,  says,  **that  when 
a  statute  directs  a  bond  for  the  public  benefit  to  be  made  payable 
to  the  governor  or  other  functionary  having  legal  succession, 
the  office  is  the  payee,  and  the  successor,  whether  described  eo 
nomine,  either  in  the  statute  or  bond,  or  not,  may  yet  maintain 
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the  action,  such  officer  being  made  by  form  of  the  statute  and 
for  the  public  benefit,  quod  hoc,  a  corporation  sole."  There  is 
no  reason  whatever,  for  questioning  the  general  truth  of  thia 
proi>osition ;  it  is  sustained  by  the  judgment  of  the  supreme  eourt 
of  North  Carolina  in  the  case  of  the  Justices  of  Cumberland  y. 
John  Armstrong  and  others,  3  Dev.  284,  where  it  is  held  that 
the  acts  of  assembly  which  direct  the  justices  of  the  county 
courts  to  take  bonds  to  themselves  in  their  official  capacity  con- 
fer on  them,  as  to  such  bonds,  a  corporate  character. 

But  it  must  be  admitted  in  both  these  cases  that,  if  they  be 
only  qiMod  corporations,  and  the  bonds  be  not  within  the  statute 
authorizing  them,  they  will  not  enure  by  succession.  But  is  a 
governor  of  a  state  only  quoad  a  corporation  solet  We  think 
not.  It  is  true  it  is  held  in  the  case  of  Polk  v.  Plummer  and 
others  to  be  quoad  that  particular  transaction  a  corporation  sole, 
but  that  was  all  that  it  was  necessary  to  hold  him  in  that  case; 
but  it  is  not  determined  that  he  is  not  a  corporation  sole  for 
other  purposes  besides  those  in  which  bonds  are  directed  by 
statute  to  be  made  payable  to  him.  Blackstone,  in  the  first 
volume  of  his  Commentaries,  page  469,  says:  **A  corporation 
sole  consists  of  one  person  only,  and  his  successors  in  some  par- 
ticular station,  who  are  incorporated  by  law,  in  order  to  give 
them  sole  legal  capacities  and  advantages,  particularly  that  of 
perpetuity,  which  in  their  natural  i>ersons  they  could  not  have 
had."  In  this  view  the  king  is  a  sole  corporation;  so  is  a  bishop, 
and  so  is  every  parson  and  vicar. 

Now  the  governor  constitutes  the  executive  department  of  the 
state;  he  is  vested  by  the  constitution  of  the  state  with  great  and 
important  powers  to  be  executed  for  the  benefit  of  the  state,  and 
it  is  absolutely  necessary  that  there  should  be  no  interregnum  in 
his  office,  to  avoid  many  and  great  inconveniences;  this  can  not 
be  unless  we  apply  to  him  the  maxim  of  the  conunon  law,  applic- 
able to  the  king,  that  he  never  dies;  this  maxim  of  the  common 
law  (like  most,  if  not  all,  of  them)  is  based  upon  wise  con<;ep- 
tions,  and  not  upon  any  foolish  reverence  for  kings  or  belief  in 
their  sanctity  or  immunity  from  the  common  lot  of  mankind, 
but  upon  the  necessary  assumption  that  the  state,  which  protects 
and  cares  for  all,  never  ceases  to  exist,  but  that  it  is  always 
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alive  and  active  in  the  performance  of  its  duties  to  the  citizen. 
The  state,  being  an  ideality,  can  only  be  conceived  of  through  the 
public  functionaries  who  constitute  the  different  departments 
by  which  it  exists;  therefore,  to  hold  that  it  never  dies  is  neces- 
sarily to  hold  that  those  who  constitute  its  necessary  departments 
never  die.  The  departments  by  which  the  government  of  Great 
Britain  exists  are  the  king  and  houses  of  parliament;  the  king 
is  the  executive  of  the  nation,  and  he  and  the  two  houses  of 
parliament  are  the  legislature;  there  is  never  in  contemplation 
of  law  an  interregnum  in  either  of  these  departments,  for  the 
law-making  and  the  law-executing  power  being  absolutely  neces- 
sary to  the  existence  of  the  state,  if  they  cease  to  be,  the  state 
pro  tempore  ceases  to  exist,  which  would  be  a  solecism  in  a  gov- 
ernment not  destroyed  by  invasion  or  rebellion,  and  thrown  back 
upon  the  primitive  principles  of  society. 

The  governor  of  this  state  is  the  executive  of  it;  it  is  one  of  his 
duties,  among  many  others,  to  see  that  the  laws  of  the  state  are 
executed  and  obeyed;  this  is  a  great  and  fundamental  duty, 
without  the  proper  observance  of  which  society  might  and  toould 
necessarily  be  greatly  distracted,  and  the  proper  security  of 
Ufe,  liberty  and  property  seriously  endangered  for  the  purpose 
of  enforcing  the  execution  of  the  laws,  and  the  protection  of 
the  state  from  rebellion  a^nd  invasion;  he  is  the  commander  of 
the  forces  of  the  state;  to  hold  that  there  can  be  an  interregnum 
in  this  office  would  be  to  hold  to  the  temporary  anarchy  of  the 
state,  and  in  order  to  hold  that  there  is  no  such  interregnum  we 
mu^t  hold  that  the  governor,  as  such,  never  dies;  to  do  this  he 
must  be  a  corporation  sole,  with  succession  in  office.  Such  we 
think  he  is,  constituted  so  by  the  organization  of  our  state  govern* 
ment,  and  not  by  any  particular  statute  or  statutes;  and  therefore 
when  bonds  are  directed  to  be  made  payable  to  him  in  his  official 
capacity,  they  are  payable  to  him  in  his  capacity  as  a  corpora* 
tion  sole  quoad  that  particular  transaction. 

If  the  governor  of  the  state  be  a  corporation  sole,  then  he 
may  be  a  trustee,  and  that,  too,  in  things  not  connected  with  his 
office;  for  it  is  well  settled  that  corporations,  both  aggregate  and 
sole,  may  be  trustees  for  others.  A  bond,  then,  executed  to  a 
governor  of  a  state  voluntarily,  which  violates  no  public  policy 
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or  private  morality,  but  on  the  contrary  is  made  to  secure  a 
public  right,  may  be  sued  upon  at  law  in  the  name  of  the  gov- 
ernor, for  the  benefit  and  use  of  these  interested  in  it,  and  that, 
too,  though  there  be  no  express  statute  authorizing  it.  There  is 
no  case  to  be  found  contradicting  this  position. 

In  the  case  of  The  United  States  v.  Thos.  Tingley,  5  Pet.  114, 
it  was  held  **that  a  bond  voluntarily  given  to  the  United  States, 
and  not  prescribed  by  law,  is  a  valid  instrument,  upon  the  parties 
to  it,  in  point  of  law,  because  the  United  States  have  in  their 
political  capacity  a  right  to  enter  into  a  contract,  or  take  a  bond 
not  previously  provided  by  law,  and  the  United  States,  being 
a  body  politic,  may  within  the  sphere  of  the  constitutional  power 
granted  to  it  enter  into  contracts  not  prohibited  by  law  and  ap- 
propriate to  the  just  exercise  of  those  powers." 

In  the  case  of  Hibbits  v.  Canada  et  al.,  10  Yerg.  465,  it  was 
held  by  this,  court  that  when  an  administration  bond  was  made 
payable  to  James  Hibbits,  chairman  of  Smith  county,  and  his 
successors  in  oflSce,  instead  of  the  governor,  as  is  directed  by 
law,  '*that  no  action  at  law  could  be  maintained  on  the  bond  in 
the  name  of  a  successor,  but  that  the  bond  was  valid  at  common 
law  as  a  voluntary  bond,  and  that  a  suit  at  law  might  be  main- 
tained upon  it  in  the  name  of  the  personal  representative  of 
Hibbits."  The  chairman  of  the  county  court  is  not  a  corpora- 
tion sole,  and,  therefore,  upon  his  death  he  has  no  successor,  and 
a  bond  executed  to  him  without  authority  by  statute  necessarily 
descends  to  his  personal  representative,  and  must  be  sued  upon 
in  his  name. 

The  case  of  Polk,  Governor,  v.  Plummer  et  al.,  in  2  Humph. 
500,  holds,  as  we  have  seen,  in  a  too  restricted  sense,  that  the 
governor  is  a  corporation  sole  when  a  bond  has  been  executed 
to  him  by  statutory  provision.  In  the  case  of  Jones,  (Jovemor,  v. 
Wiley  et  al.,  4  Humph.  146,  a  bond  was  taken  from  the  clerk 
of  Roane  county  court,  payable  to  Newton  Cannon  and  his  suc- 
cessors in  office,  but  taken  before  the  wrong  tribunal,  it  was  held 
that  the  bond  was  not  a  good  statutory  bond,  but  that  it  was  a 
good  common  law  bond,  and  might  be  sued  lipon  in  the  name  of 
Cannon's  personal  representative,  but  not  in  the  name  of  his 
successor.    But  Newton  Cannon  was  not  a  corporation  sole,  and. 
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therefore,  could  have  no  successors,  and  even  if  the  bond  had 
been  made  payable  to  him  calling  him  governor,  it  is  probable 
it  woidd  have  been  held  to  be  a  description  personal  only. 

In  the  case  of  The  Justices  of  Carroll  County  Court  v.  Bu- 
chanan, 2  Murph.  40,  it  is  held  by  the  supreme  court  of  North 
Carolina  that  a  guardian  bond  made  payable  to  the  justices  of 
Carroll  county  is  void  at  commbn  law,  because  it  was  held  that 
the  justices  of  the  county  court  are  not  a  corporation,  and  their 
individual  names  were  not  used  in  the  bond  or  suit ;  but  it  may  be 
doubted  whether,  if  the  bond  was  executed  in  pursuance  of  the 
statute,  the  justices  would  not,  under  the  authority  of  the  case 
of  The  Justices  of  Cumberland  v.  Armstrong,  3  Dev.,  he  con- 
sidered a  corporation  q%u>ad  that  transaction. 

In  the  case  of  the  governor  for  use  of  the  State  Bank  v. 
Twitty  et  al.,  1  Dev.  153,  it  was  held  by  the  supreme  court  of 
North  Carolina  that  a  sheriff's  bond  in  a  sum  different  from 
that  directed  by  law,  made  payable  to  John  Branch,  governor, 
and  his  successors  was  not  a  good  statutory  bond,  and  could  not 
be  sued  upon  in  the  name  of  Gabriel  Holmes,  governor,  and  his 
successors.  This  case  is  the  same  with  that  of  Jones,  Governor, 
V.  Wiley  et  al.,  4  Humph.  46,  and  was  decided  as  that  was,  for 
the  same  reason,  to  wit,  that  the  bond  is  payable  to  the  governor 
as  an  individual  eo  nomine,  and  not  to  his  office,  and,  therefore, 
descends  to  his  personal  representative.  These  are  all  the  cases 
to  which  we  have  been  referred  as  conflicting  with  the  view  we 
have  taken  in  this  case.  We  think,  as  we  have  endeavored  to 
show,  that  they  are  not  in  conflict  with  it. 

Upon  the  whole,  then,  we  are  of  opinion  that  the  execution  of 
this  bond  being  voluntary,  and  for  the  purpose  of  securing  a 
fund  belonging  to  the  county  of  Montgomery,  donated  to  it  by 
the  state,  and  for  which  the  trustee  of  the  county  was  bound  to 
enter  into  bond  and  security  before  he  received  it,  the  mistake 
of  the  county  court  in  not  taking  this  bond,  payable  to  the  super- 
intendent of  public  instruction,  but  to  the  governor  of  the  state, 
though  it  vitiates  it  as  a  statutory  bond,  does  not  avoid  it  at 
common  law,  but  that  the  governor  of  the  state  being  a  corpora- 
tion sole,  a  suit  may  be  maintained  upon  it  in  his  name  for  the 
benefit  of  the  county  of  Montgomery. 
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We  therefore  reverse  the  judgment  of  the  circuit  court,  over- 
rule the  demurrer  and  remand  the  case  for  further  proceeding. 


GREENE  ET  AL  v.  DENNIS. 
6  Conn.  292.    1826. 

This  was  an  action  of  ejectment,  for  a  tract  of  land  in  Pom- 
fret,  tried  at  Brooklyn,  September  term,  1825,  before  Bristol,  J. 

The  plaintiife  claimed  title  to  the  demanded  premises,  as  the 
heirs  at  law  of  Sylvester  Wickes;  and  the  defendant,  as  the 
lessee  of  the  Yearly  Meeting  of  the  people  called  Quakers,  who 
claimed  to  be  devisees  of  Wickes  and  the  lessee  of  Rowland 
Greene,  who  claimed  as  a  residuaiy  devisee.  To  prove  his  title, 
the  defendant  exhibited  in  evidence  the  last  will  and  testament 
of  Wickes,  dated  the  17th  of  January,  1822.  The  clause  of  the 
will  comprising  the  demanded  premises  was  in  these  words: 
**I  give  the  Yearly  Meeting  of  the  people  called  Quakers,  of 
New  England,  my  farm  in  Pomf ret,  that  I  bought  of  Clark  and 
Nightingale,  the  net  income  of  which  is  to  be  appropriated  in 
aid  of  the  charitable  fund  of  the  boarding  school  established  by 
Friends  in  Providence,  to  them  the  said  people  called  Quakers, 
and  their  successors  in  the  same  faith  forever."  After  making 
numerous  other  devises  and  bequests,  the  testator  disposed  of 
the  residue  in  the  foUowmg  terms:  ''Also,  I  give  to  my  said 
nephew,  Rowland  Greene,  all  the  rest  and  residue  of  my  estate, 
of  what  kind  or  nature  it  may  be,  or  wherever  found  not  herein 
or  otherwise  disposed  of  on  condition  that  he,  the  said  Rowland, 
pay  or  cause  to  be  paid,  all  my  just  debts,  the  foregoing  legacies, 
funeral  charges  and  expense  of  settling  my  estate."  The  tes- 
tator died  soon  afterward,  and  his  will  was  duly  proved  and 
approved.  The  defendant  also  proved  who  the  members  of  the 
Yearly  Meeting  were,  viz.,  Benjamin  Freeborn  and  thirty-two 
others,  whose  names  were  specified.  To  prove  that  the  Yearly 
Meeting  was  a  corporation,  capable  of  taking  and  holding  lands 
by  devise,  the  defendant  adduced  in  evidence  certain  votes  and 
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proceedings  from  the  records  of  that  body,  beginning  in  1683 
and  extending  to  the  commencement  of  this  suit.    •    •    • 

The  judge  instructed  the  jury  that  the  members  of  the  Yearly 
Meeting  could  not  take  and  hold  the  farm,  as  individuals,  for 
the  purposes  mentioned  in  the  will;  that  the  votes  and  acts 
done  by  the  society,  however  long  their  continuance,  would  not 
authorize  the  presumption  of  a  charter  of  incorporation,  with 
power  to  purchase  and  hold  real  estate,  imless  they  were  such 
acts  of  the  society  as  they  could  not  perform  without  being  in- 
corporated ;  that  if  such  devise  to  the  Yearly  Meeting  was  void 
for  uncertainty,  or  because  the  society  was  not  incorporated, 
the  farm  would  descend  to  the  heirs  at  law  of  the  testator,  would 
not  pass  by  the  residuary  clause  in  the  will  to  Rowland  Greene. 
The  jury  returned  a  verdict  for  the  plaintiffs,  and  the  defendant 
moved  for  a  new  trial  on  the  ground  of  misdirection. 

HosMEB,  Ch.  J.  *  *  *  2.  The  next  question  that  arises 
in  the  case  is,  whether  the  Yearly  Meeting  was  a  corporation, 
capable  of  holding  land  in  trust. 

By  a  corporation  it  is  understood,  in  contradistinction  from  a 
voluntary  association  of  individuals,  a  society  created  by  the 
sovereign  power. 

At  the  trial  of  this  cause  no  charter  of  incorporation  was  ex- 
hibited. It,  however,  was  contended,  from  a  long  and  continued 
exercise  of  certain  acts,  that  an  incorporation  ought  to  be 
presumed. 

That  a  grant  of  charter  is  presumable  from  the  long  con- 
tinued exercise  of  authority  is  indisputable,  and  has  not  been 
disputed,  and  all  the  cases  cited  by  the  defendant's  counsel  tend 
only  to  prove  this  unquestionable  principle.  The  inquiry  in  this 
case  involves  no  question  of  law,  and  turns  entirely  on  a  point 
of  f actw  Admitting  all  the  acts  done  by  the  Yearly  Meeting  for 
more  than  a  century  to  have  been  lawful,  do  they  warrant  the 
presumption  that  they  were  incorporated?  This  is  the  precise 
inquiry,  and  in  his  charge  to  the  jury,  the  judge,  recognizing 
the  law  of  presumptions,  instructed  them  that  the  acts  dcme 
must  have  been  such  as  an  unincorporated  Yearly  Meeting  could 
not  have  performed.  When  fairly  construed,  the  following 
was  virtually  the  opinion  expressed:    If  the  acts  done  by  the 
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Yearly  Meeting  bear  on  the  face  of  them  the  impress  of  corpor- 
ate acts,  such  as  individuals  can  not,  and  a  corporation  alone 
is  competent  to  perform,  you  may  presume  the  Yearly  Meeting 
to  be  a  corporation.  But  if  their  acts  were  within  the  com- 
petency of  individuals  to  perform,  they  furnish  no  ground  to 
presume  that  they  were  other  than  the  acts  of  individuals.  The 
inference  to  be  drawn  by  the  jury  was  a  fact  inquired  after 
from  facts  established,  and  their  reasoning  was  to  be  from  the 
eflPect  to  the  cause.  The  law  made  no  inference  on  the  subject, 
nor  gave  to  the  testimony  a  technical  efficacy  beyond  the  simple 
and  natural  operation.  The  principle  had  before  been  recog- 
nized in  Hart  v.  Chalker,  5  Conn.  Rep.  311.  *'A  usage,"  said 
the  court,  ''supposed  to  be  founded  on  a  grant  or  agreement, 
determines  the  extent  of  the  supposed  grant  or  agreement.  The 
right  granted  is  supposed  to  be  commensurate  with  the  right 
enjoyed.  They  are  different  media,  proving  precisely  the  same 
fact ;  and  it  is  because  of  this  indentity  of  proof  that  the  usage 
is  supposed  to  evince  the  grant.  In  short,  like  a  seal  with  its 
correspondent  impression,  the  grant  and  the  usage  are  in  a 
point  of  proof,  precisely  and  identically  the  same." 

The  principle  declared  by  the  judge  was  unquestionably  cor- 
rect; and  the  verdict  of  the  jury  necessarily  implies  that  the 
Yearly  Meetings  was  not  a  corporation. 

Prom  the  evidence  exhibited,  and  spread  on  the  motion  be- 
fore us,  my  mind  is  led  to  the  same  results.  Every  act  of  the 
Yearly  Meeting  is  entirely  reconcilable  with  the  belief  that  it 
was  done  by  persons,  not  by  virtue  of  corporate  authority,  but 
as  a  voluntary  association  of  individuals.  Liet  it  be  supposed 
that  the  members  of  the  Yearly  Meetings  were  a  delegation, 
to  whom  was  confided  the  supervision  of  the  spiritual  concerns 
of  the  people  called  Quakers;  that  by  voluntary  contributions 
of  their  constituents  and  others,  they  were  invested  with  funds 
to  this  end ;  and  that  they  directed  the  general  concerns  and  the 
application  of  their  funds,  by  joint  agreement,  and  with  no  more 
of  compulsion  than  is  implied  in  the  voluntary  and  cheerful 
acquiescence  of  those  whose  interests  they  are  pursuing.  Super- 
add to  this,  that  they  kept  records  of  their  proceedings;  that 
they  appointed  a  clerk  and  treasurer;  that  they  held  lands,  as 
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individuals,  for  the  general  advantage,  that  they  advised  the 
payment  of  money  and  sent  to  the  respective  quarterly  meet- 
ings for  their  proportion;  that,  in  foci,  they  celebrated  mar- 
riages, had  burying  places  and  admitted  members  of  their  Meet- 
ing or  discarded  them.  Eveiy  one  of  these  acts  might  be  done 
by  them  as  individuals  without  corporate  authority  and  without 
coercion  except  over  their  own  funds.  Their  organization  for 
the  transaction  of  business  and  disposing  of  their  property, 
with  a  president  at  their  head  (which  I  believe  did  not  exist), 
with  their  clerk  and  treasurer,  and  minutes  of  their  proceedings, 
were  nothing  more  than  is  usually  done  by  an  unincorporated 
library  company  or  bible  society  or  other  voluntary  assemblies. 
It  does  not  appear  that  land  or  property  of  any  kind  was  held 
by  the  Yearly  Meeting,  unless  as  tenants  in  common,  or  that  a 
tax  was  laid  by  them  other  than  an  appointment  for  a  voluntary 
contribution;  nor  is  there  exhibited  in  their  constitution,  or- 
ganization or  proceedings,  one  mark  or  indicium  of  a  corpora- 
tion. Nothing  was  done  by  them  beyond  the  competency  of 
individuals. 

So  far  as  the  testimon/y  adduced  may  he  relied  on,  the  mem- 
hers  of  the  Yearly  Meeting  have  never  exercised  one  of  those 
incidents  which  necessarily  and  inseparately  are  annexed  to 
every  corporation.  They  have  no  perpetual  succession,  the 
primary  ohject  of  corporate  authority;  there  has  heen  no  suing 
or  heing  sued,  no  granting  and  receiving,  no  holding  of  lands 
or  estate  for  their  own  use,  or  that  of  others,  as  a  corporation; 
no  common  seal,  hy  which  the  intention  of  a  corporate  hody  is 
manifested,  and  no  hy-laws  for  the  hetter  government  of  them- 
selves. They  appear  to  have  had  the  capacity  of  agreeing, 
of  advising,  and  of  disposing  of  their  own,  as  individuals;  and 
heyond  this,  no  capacity  of  theirs  is  discerned. 

The  inference  from  such  premises,  that  the  Yearly  Meeting 
was  incorporated,  would  be  as  groundless  as  the  supposition 
that  an  individual,  by  virtue  of  his  personal  acts,  gives  proof 
of  his  being  a  corporation. 

It  is  not  sufficient  for  the  defendant  to  show  that  the  Yearly 
Meeting  was  a  corporation,  but  he  must  proceed  further,  and 
prove  that  it  is  authorized,  by  virtue  of  its  corporate  powers,  to 
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hold  property  in  trust  for  others.  Such  confidence  is  not  in- 
cidental to  every  corporation,  but  in  general,  it  is  foreign  to  the 
end  of  its  institution.  Hence  a  corporation  can  not  be  seized 
of  land  to  the  use  of  another  (Bro.  Abr.  tit.  FeoflEment.  D. 
Cruise  on  Uses  22)  unless  it  has  explicit  authority  for  this  pur- 
pose. Now  what  act  was  ever  exercised  by  the  Yearly  Meeting 
from  which  this  power  may  be  presumed!  No  such  act  appears ; 
And  hence  the  presumption  of  the  corporate  i>ower  in  question 
can  not  be  made. 

I  conclude,  then,  that  the  Yearly  Ifeeting  never  was  a  cor- 
paration;  and  if  it  were,  that  U  never  had  the  capacity  of  be- 
coming  a  trustee  for  others.    •    •    • 

The  other  judges  were  of  the  same  opinion. 

New  trial  not  to  he  granted. 


PENOBSCOT  BOOM  CORPORATION  v.  WTT/T/TAM  P. 
LAMSON  ET  AL. 

16  Maine  224.    1839. 

Exceptions  from  the  court  of  common  pleas,  Pebhah^  J.,  pre- 
siding. 

Assumpsit  for  boomage  of  logs,  asserted  to  belong  to  the  de- 
fendants. The  writ  was  dated  December  21,  1835,  the  action 
was  entered  at  January  term,  1836,  and  continued  to  October 
term  following,  when  the  defendants  called  for  the  right  of  the 
attorneys  acting  for  the  corporation  to  appear  and  act  therefor. 
The  judge  ruled  that  it  was  unnecessary.  The  action  came  on 
for  trial  at  January  term,  1837,  when  the  general  issue  was 
pleaded,  and  a  brief  statement  was  filed,  denying  the  existence 
of  the  corporation  then  or  at  any  time ;  alleging  that  the  charter 
by  and  under  which  the  plaintiffs  claimed  a  corporate  existence 
had  been  forfeited  by  non^iser;  that  there  had  been  no  organi- 
zation under  the  same ;  that  it  was  dissolved  by  a  total  loss  of 
all  its  members;  and  that  it  had  never  complied  with  the  pro- 
visions of  the  act  of  its  incorporation  l^  a  total  neglect  to 
choose  any  officers  under  said  act.    To  support  tbe  action,  the 
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act  incorporating  the  Penobscot  Boom  Corporation,  Pebmary 
13,  1832,  Spec.  Laws,  c.  236;  a  bill  of  sale  from  Rufns  Dwinal, 
named  in  the  act,  to  Samuel  Veazie,  dated  February  17,  1832, 
conveying  one-half  of  the  charter,  booms,  and  property:  and 
another  bill  of  sale  from  Dwinal  to  Veazie,  dated  April  1,  1833, 
conveying  the  other  half ;  were  introduced.  Also,  a  book  called 
and  offered  as  the  records  of  the  corporation,  but  not  verified  by 
the  oath  of  any  one;  **to  the  sufficiency  of  which,  to  prove  the 
organization,  as  well  as  to  the  introduction  of  all  the  testimony 
offered  by  plaintiff,  the  defendants'  counsel  objected.  The  ob- 
jection was  overruled,  and  a  part  of  the  book  was  read  to  the 
jury.  The  defendants'  counsel  having  called  for  the  records.'* 
The  charter  and  the  bills  of  sale  were  copied  into  this  book,  and 
the  following  vote  appeared  therein:  "Bangor,  April  2,  1833, 
I,  Samuel  Veazie,  being  the  only  owner  of  the  Penobscot  Boom 
Corporation,  have  this  day  had  a  meeting  of  said  corporation  at 
my  house,  and  appointed  myself  to  the  office  of  president  of  said 
corporation,  and  clerk  of  said  meeting,  with  full  lowers  to  make 
all  records  and  to  transact  all  business  that  may  be  necessary  for 
carrying  said  corporation  into  full  effect  and  to  receive  and  col- 
lect all  toUs  that  may  be  due  from  time  to  time,  and  pay  all 
bills  against  the  said  corporation,  and  to  continue  until  some 
person  is  chosen  or  appointed  in  my  stead.  A  true  record.  At- 
test, Samuel  Veazie,  clerk."  The  plaintiff  then  proved  that  the 
logs  were  surveyed  in  the  boom  by  Davis  &  Young  scalers,  ap- 
pointed by  the  surveyor-general  of  the  county  of  Penobscot, 
under  the  statute  of  March  2,  1833,  Spec.  Laws,  c.  373.  Young 
also  testified  that  he  took  charge  of  the  boom  in  the  spring  of 
1833,  and  had  retanned  it  since;  that  a  large  amount  had  been 
expended  on  the  boom  by  Veazie,  and  that  the  witness  is  the 
general  agent  of  Veazie  at  Oldtown,  and  drew  on  him  for  money 
and  paid  him  money  received  for  boomage,  and  knew  nothing 
of  the  corporation  of  his  own  knowledge.  It  was  proved  that 
the  boom  was  erected  in  the  spring  of  1832,  under  the  direction 
of  Dwinal,  and  has  been  in  operation  ever  since.  The  defend- 
ants requested  the  court  to  order  a  non-suit,  but  the  judge 
refused.  The  defendants  then  proved  that  the  boom,  when  full, 
prevented  the  free  passage  of  rafts  and  logs.    The  counsel  for 
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the  defendants  requested  the  judge  to  instruct  the  jury  that 
there  was  no  such  corporation  as  alleged;  that  there  was  no 
vote  or  direction  of  the  Penobscot  Boom  Corporation,  at  any 
regular  meeting  of  the  corporation,  authorizing  the  erection 
of  the  boom,  and  that  the  action  was  not  maintainable.  The 
judge  did  not  thus  instruct  them,  but  directed  them  to  inqidre, 
if  the  evidence  submitted  to  them  proved  the  existence  of  such 
a  corporation  as  is  named  in  the  writ;  and  if  not,  they  would 
return  a  verdict  for  the  defendants.  But  if  such  corporation 
had  been  proved,  it  not  being  denied  that  the  sum  claimed  in 
this  action  was  due,  if  the  contents  of  the  logs  had  been  legally 
ascertained,  they  would  find  for  the  plaintiff.  They  were  ako 
directed  to  inquire  if  the  boom  had  been  erected  and  continued 
by  authority  of  the  Penobscot  Boom  Corporation.  The  jury 
returned  a  verdict  for  the  plaintiff,  and  being  inquired  of 
at  the  request  of  the  counsel  for  the  defendants,  stated  that  they 
found  the  boom  to  have  been  erected  and  continued  by  the  au- 
thority of  the  Penobscot  Boom  Corporation.  The  defendants 
excepted. 

Sheplby,  J.  •  •  •  The  existence  of  such  a  corporate  body 
is  denied,  and  it  is  said  that  it  does  not  come  within  the  legal 
description  of  a  corporation,  either  sole  or  aggregate,  as  defined 
hy  any  code  of  laws.  Corporations  originating  according  to 
the  rules  of  the  common  law  must  be  governed  by  it  in  their 
mode  of  organization,  in  the  manner  of  exercising  their  powers, 
and  in  the  use  of  the  capacities  conferred.  And  when  one  claims 
its  origin  from  such  a  course,  its  rules  must  be  regarded  in  de- 
ciding upon  its  legal  existence.  The  legislature  may,  however, 
create  a  corporation,  not  only  without  conforming  to  such  rules, 
but  in  disregard  of  them,  and  when  a  corporation  is  thus  created, 
its  existence,  i>owers,  and  capacities,  the  mode  of  exercising 
them,  must  depend  upon  the  law  of  its  creation.  It  was  the 
pleasure  of  the  legislature  in  this  case  to  create  a  corporate 
body,  without  requiring  a  conformity  to  the  usual  mode  of  or- 
ganization known  to  the  law.  The  grant  is  to  one  person  who 
was  at  liberty  to  associate  others,  or  to  have  a  succession  without 
it.  No  provision  is  made  for  a  division  of  the  property  allowed 
to  be  held  into  shares,  or  for  *^«*  "Ml  of  any  meeting,  or  the 
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choice  of  a  clerk,  or  any  other  officer,  or  the  keeping  of  any 
records,  or  any  mode  of  organization.  And  yet  many  important 
powers  and  privileges  are  granted  with  an  evident  design  to 
permit  their  exercise.  The  grant  being  to  one  person  and  with- 
out any  such  provisions,  the  inference  necessarily  is  that  it  was 
the  intention  of  the  legislature  to  permit  that  one  person  or  his 
successor  to  exercise  all  the  corporate  powers,  and  to  make  hia 
acts  when  acting  upon  the  subject-matter  of  the  corporation 
and  within  its  sphere  of  action  and  grant  of  power  the  acts  of 
the  corporation. 

There  does  not  appear  to  be  any  other  mode  of  carrying  into 
effect  the  intention  of  the  legislature.  And  if  there  are  doubts 
whether  the  person  controlling  the  corporation  has  acted  in 
behalf  of  the  corporation,  they  are  necessarily  to  be  solved  by 
proof.  And  if  any  evils  have  arisen  or  shall  arise  from  any 
proceedings  under  the  act,  the  legislature  may  provide  a  remedy. 
The  answer  to  the  arguments  against  its  existence  arising  from 
a  want  of  organization  and  choice  of  ofScers  is,  that  the  act 
requires  them.  In  the  case  of  Day  v.  Stetson,  8  Qreenl.  365, 
where  a  charter  was  granted  to  one,  and  provision  was  made 
for  taking  associates  and  calling  a  meeting  of  them,  it  was  de- 
cided that  it  was  a  condition  subsequent,  and  that  the  neglect 
would  not  prevent  the  act  taking  effect^  or  the  exercise  of  the 
powers  granted  by  it.  The  case  finds  that,  "it  was  proved  that, 
the  boom  was  erected  under  the  direction  of  B.  Dmnal,  and 
went  into  operation  in  the  cfpring  of  1832,  and  continued  so 
ever  since,"  and  this  sufficiently  proves  that  the  acceptance  of 
the  act  of  incorporation,  for  it  could  not  be  lawfully  done  but 
by  virtue  of  the  act,  and  the  presumption  of  the  law  is  that 
one  acts  lawfully  when  he  may  do  so  by  a  special  grant  of  au- 
thority for  that  purpose.  There  is  not  the  same  finding  in  all 
the  other  cases,  but  there  is  sufficient  testimony  to  prove  that 
the  boom  was  erected,  and  that  it  has  been  maintained  by  the 
one  professing  to  own  the  franchise  and  to  act  under  it.  And 
the  acceptance  may  be  presumed  from  the  exercise  of  the  cor- 
porate powers.  Bank  of  the  United  States  v.  Dandridge,  12 
Wheat.  71;  Trott  v.  Warren,  2  Pairf.  227.  And  the  act  of 
incorporation,  with  proof  of  the  exercise  of  the  corporate  pow- 


Digitized  by 


Google 


FALOONBR  t.  CAMPBSLL.  86 

era  since  1832,  was  sufficient  evidence  of  the  existence  of  the 
corporation.  XJtica  Ins.  Co.  v.  Caldwell,  3  Wend.  296;  Day 
V.  Stetson,  8  Greenl.  365.  There  being  no  provision  for  the 
call  of  any  meeting,  or  for  the  choice  of  any  officer,  when  a  sale 
of  part  of  the  franchise  to  Veazie  required  some  evidence  of 
the  assent  of  two  minds  to  perform  a  corporate  act,  there  might 
be  more  difficulty  in  proving  the  acts  of  the  corporation,  but  it 
is  not  perceived  that  the  mode  of  proof  would  be  changed. 

It  is  contended,  also,  that  if  the  corporation  has  existed,  it 
has  been  dissolved.  In  what  manner  corporations  may  be  dis- 
solved, and  what  will  not  operate  as  a  dissolution,  has  been 
determined  in  many  decided  ca^es.  A  corporation  will  not  be 
dissolved  by  a  sale  of  the  franchise,  or  of  all  the  corporate 
property  and  a  settlement  of  all  its  concerns  and  a  division  of 
the  surplus,  or  by  a  cessation  of  all  corporate  acts,  or  by  any 
neglect  of  corporate  duty,  or  any  abuse  of  corporate  jwwers,  or 
by  doing  acts  which  cause  a  forfeiture  of  the  charter,  without 
a  judgment  declaring  such  forfeiture.  Such  dissolution  can 
take  place  only:  1.  By  an  act  of  the  legislature,  where,  as  in 
this  state,  power  is  reserved  for  that  purpose.  2.  By  a  sur- 
render, which  is  accepted,  of  the  charter.  3.  By  a  loss  of  all 
its  members,  or  of  an  integral  part,  so  that  the  exercise  of  the 
corporate  functions  can  not  be  restored.  4.  By  forfeiture, 
which  must  be  declared  by  judgment  of  court.  Slee  v.  Bloom, 
5  Johns.  Ch.  Kep.  367;  Trustees  of  Vernon  Society  v.  Hills,  6 
Cowen  23 ;  Bank  of  Niagara  v.  Johnson,  8  Wend.  645 ;  Wilde  v. 
Jenkins,  4  Paige  481 ;  Canal  Company  v.  Railroad  Company,  4 
Gill.  &  Johns.  121;  Russell  v.  McLellan,  14  Pick.  63;  Revere  v. 
Boston  Copper  Company,  15  Pick.  351;  Porter  v.  Kendall,  6 
B.  &  C.  703;  2  Kent  312.     •    •    • 

Exceptions  overruled. 


FALCONER  v.  CAMPBELL. 

2  McLean's  Reports  (U.  8.  Circuit  Ct.)  195.    1840. 

Action  against  the  directors  of  the  Detroit  bank  to  recover 
the  amount  of  bill  of  exchange,  drawn  by  the  bank  in  favor 
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of  the  plaintiffs  on  a  New  York  bank,  and  protested  for  non- 
payment. The  declaration  set  forth  the  organization  of  the 
bank  under  the  general  banking  law  of  1838.  The  defendants 
filed  a  general  demurrer  raising  the  questions  (among  others) 
stated  below. 

Opinion  by  McLban,  J.    *    •    • 

First:  Are  the  associations  authorized  by  the  general  law 
corporations  f 

Second:    Had  the  legislature  power  to  pass  such  a  lawf 

The  act  in  question  is  entitled  ''an  act  to  organize  and  regulate 
banking  associations."  The  first,  second,  third,  fourth,  fifth, 
sixth  and  seventh  sections  provide  in  what  mode  the  associsp 
tions  shall  be  formed.  Application  is  to  be  made,  in  writing, 
to  the  treasurer  and  clerk  of  the  county,  where  the  business  is 
to  be  transacted,  stating  the  amount  of  capital  proposed.  Of 
this  application  public  notice  is  required  to  be  given.  Bond, 
in  the  sum  of  thirty  thousand  dollars,  to  be  approved  of  by  the 
treasurer  and  clerk,  must  be  entered  into.  The  capital  stock 
is  limited,  and  the  subscriptions  are  to  be  received  and  appor- 
tioned, etc.  Ten  per  cent,  on  shares  subscribed  are  required 
to  be  paid. 

And  when  the  capital  stock  of  the  proposed  association  shall 
be  subscribed  and  ten  per  cent  paid,  on  notice  being  given  to 
the  stockholders,  they  are  authorized  to  meet  and  elect  nine 
directors,  a  majority  of  whom  are  authorized  to  manage  the 
affairs  of  the  association.  They  are  required  to  elect  one  of 
their  number  president ;  and  in  the  ninth  section  it  is  provided, 
that  ''all  such  persons  as  shall  become  stockholders  of  any  such 
association  shall,  on  compliance  with  the  provisions  of  the  act, 
constitute  a  body  corporate  and  politic  in  fact  and  in  name, 
and  by  such  name  as  they  shall  designate  and  assume  to  them- 
selves, etc.,  and  by  such  name  they  and  their  successors  shall 
and  may  have  continued  succession,  and  shall,  in  their  corporate 
capacity,  be  capable  of  suing  and  being  sued,  pleading  and  being 
impleaded,  etc.,  in  all  courts  whatsoever;  and  that  they  and  their 
successors  may  have  a  common  seal,  and  by  such  name  as  they 
shall  designate,  adopt  and  assume  as  aforesaid,  shall  be  in  law 
capable  of  purchasing,  holding  and  conveying  any  estate,  real 
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or  personal/'  etc  By  the  15th  section  the  directors,  for  the 
time  being,  or  a  majority  of  them,  have  power  to  make  by-laws. 

The  ordinary  powers  of  a  corporation  are— 1.  Perpetual 
succession.  2.  To  sue  and  be  sued,  and  to  receive  and  grant  by 
their  corporate  name.  3.  To  purchase  and  hold  lands  and  chat- 
tels.   4.  To  have  a  common  seal;  and  5.  To  make  by-laws. 

Some  of  these  powers  are  mcidents  to  a  corporation,  but  they 
are  all  generally  expressly  given  by  a  statute  in  this  country, 
and  these  i>owers  are  all  given  in  the  act  under  consideration. 
It  expressly  provides  that  the  association  authorized  by  the  act, 
when  formed,  shall  ''constitute  a  body  corporate  and  politic 
in  fact  and  in  name." 

The  act  not  only  gives  in  terms  all  the  requisites  to  consti- 
tute a  corporation,  but  the  body,  when  formed,  is  technically 
designated  by  it  as  such.  Where  then  is  the  ground  for  argu- 
ment or  doubt  on  the  subject  f  Did  not  the  legislature  com- 
prehend the  force  of  the  language. they  usedf  They  have 
created  an  artificial  being,  giving  to  it  in  well  defined  terms  its 
just  proportions  and  powers,  and  have  called  it  by  its  appropri- 
ate and  technical  name.  Could  the  legislature  in  language  more 
clear  and  forcible  have  created  a  corporation  f  Not  a  qtMsi 
corporation,  not  a  joint  stock  company,  or  a  limited  partner- 
ship, but  substantially  and  technically  a  corporation. 

In  illustration  of  this  act  of  the  legislature,  it  is  unnecessary 
to  refer  to  the  mode  of  creating  corporations  in  England  by 
grant,  or  between  an  ancient  and  modem  being  of  this  sort  It 
exist  between  a  body  thus  created  and  one  created  by  a  statutory 
grant,  or  betwen  an  ancient  and  modem  being  of  this  sort.  It 
is  enough  to  know  that  it  is  not  essential  to  the  character  of  a 
corporation,  that  its  powers  should  be  equal  to  any  similar  asso- 
ciation, either  ancient  or  modem.  It  is  sufficient  if  in  its  cor- 
porate name  it  exercises  the  powers  and  rights  of  a  natural 
person,  in  the  management  of  its  concerns. 

We  can  entertain  no  doubt  that  the  associations  authorized 
under  the  above  act  were  intended  to  be,  and  are,  in  fact,  cor- 
porations. 

Had  the  legidature  power  to  pass  this  lawf    This  is  the 
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great  question  in  the  case,  and  it  is  folly  and  fairly  presented 
by  the  demnrrer. 

The  second  section  of  the  twelfth  article  of  the  constitution 
of  Michigan  declares  that  ^'the  legislature  shall  pass  no  act  of 
ineorporati(m,  unless  with  the  assent  of  at  least  two-thirds  of 
each  house.' '  And  it  is  earnestly,  ingeniously  and  ably  con- 
tended that  this  is  an  inhibition  of  the  creation  of  corporations 
by  a  general  law.  That  corporate  powers,  under  it,  can  only 
be  conf errred  by  express  enactment  in  each  case.    •    •    • 

We  are  told  that  the  people  of  Michigan  were  jealous  of 
monopolies,  and  especially  of  bank  monopolies,  and  that  by  the 
introduction  of  the  above  section  into  their  constitution  they 
intended  to  restrict  the  powers  of  the  l^islature  in  making  such 
grants.  That  such  was  their  intention  is  clear  from  the  lan- 
guage of  the  section.  A  law  which  confers  corporate  powers 
can  only  be  passed  by  a  vote  of  two-thirds  of  the  members  of 
each  house.  But  must  each  oorporaticNU  be  created  by  &  sep- 
arate act?  This  is  the  ground  taken  in  support  of  the  demurrer. 
No  act  of  incorporation  shall  be  passed  by  the  legislature,  unless 
with  the  assent  of  at  least  two-thirds  of  each  house,  are  the 
words  of  the  section.  The  word  act  is  used  in  the  singular,  but 
does  it  necessarily  import  that  not  more  than  one  corporation 
can  be  created  in  the  same  actf 

Suppose  ten  distinct  applications  were  made  to  the  legislar 
ture  for  bank  incorporations  at  the  same  session,  and  the  legis- 
lature were  disposed  to  grant  each  application,  must  they  pass 
ten  acts  of  incorporation,  or  may  not  the  ten  corporations  be 
granted  in  the  same  actf  Would  not  such  a  law  be  within  the 
letter  and  spirit  of  the  constitution  f  Of  this  there  would  seem 
to  be  little  doubt. 

As  distinctive  a  character  may  be  given  to  each  corporation 
in  such  an  act  as  if  it  were  establi^ihed  by  a  special  law.  In  1834 
an  act  was  passed  by  the  legislative  council  of  the  territory  of 
Michigan,  entitled  ''An  act  to  establish  branches  of  the  Bank 
of  Michigan,  Farmers'  and  Mechanics'  Bank  of  Michigan,  and 
Bank  of  the  River  Baisin."  Such  acts  are  common,  and  it  is 
believed  never  to  have  been  supposed  that  the  legislative  power 
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might  not  be  exercised  in  this  mode.  The  restriction  in  the 
constitution  does  not  prohibit  it. 

And  if  this  may  be  done  under  the  constitution,  then  the 
construction,  that  each  corporation  must  be  created  by  a  special 
law,  can  not  be  sustained,    •    •    • 

At  the  time  the  constitution  of  Michigan  was  adopted,  in 
many  of  the  states  and  in  this  territory,  it  was  the  ordinary 
course  of  legislation  to  create  corporations  by  a  general  law. 
This  was  the  case  in  Ohio,  and  in  many  of  the  other  states.  And 
it  can  be  of  no  importance  whether  banking  or  other  associations 
were  thus  incorporated.  The  power  was  exercised.  Does  the 
constitution  prohibit  the  exercise  of  this  power?     • 

It  has  already  been  shown  that  an  act  which  shall  establish 
several  banking  corporations  is  not  repugnant  to  the  constitu- 
tion. And  this  reduces  the  objections  to  the  law  under  consid- 
eration to  two  points: 

First.  That  a  corporation  being  a  grant  must  be  made  to  a 
person  or  persons  in  esse. 

Second.  The  indefinite  number  of  banking  corporations  which, 
under  the  law,  may  be  established. 

The  first  objection  on  examination  will  be  found  to  have  but 
little  force. 

The  creation  of  a  corporate  existence  can  never  take  effect 
until  the  association  be  formed  and  the  organization  completed. 
Commissioners  are  generally  designated  in  the  act,  who  are  to 
superintend  the  opening  of  the  books  and  receive  the  sub- 
scriptions of  stock.  And  when  the  amount  shall  be  subscribed 
and  the  necessary  payments  made,  the  stockholders  elect  direc- 
tors who  appoint  a  president  and  cashier.  The  organization  be- 
ing completed,  existence  is  given  to  the  artificial  being,  and  its 
agency  commences.  It  is  now  in  esse,  but  before  this  it  was 
not.  Vitality  is  given  to  it  by  the  voluntary  association  and 
organization  of  its  members.  Had  they  remained  passive  the 
law  could  have  had  no  effect. 

In  this  case  then,  the  grant  of  the  franchise  is  not  made  to 
a  person  or  persons  in  esse.  The  commissioners  did  not  consti- 
tute the  corporation,  nor  was  the  franchise  in  any  form  or  de- 
gree vested  in  them. 
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This  is  the  general  mode  in  which  corporations  are  created, 
and  it  has  stood  the  test  of  time,  and  of  legal  scrutiny.  No  valid 
objection  is  perceived  to  it. 

In  regard  to  this  objection  the  act  under  consideration  rests 
ufon  the  same  ground  as  other  and  more  special  acts  on  the 
same  subject.  The  franchise  is  not  vested  in  either  until  the 
organization  be  completed,  and  this  depends  upon  the  voluntary 
association  of  individuals. 

In  a  special  act  commissioners  are  named  to  open  the  books 
and  receive  subscriptions  of  stock;  in  the  act  under  considera- 
tion the  clerk  and  treasurer  of  each  county  are  required  to  per- 
form this  duty.  They  are  commissioners  for  this  purpose ;  and, 
so  far  as  the  grant  is  concerned,  if  it  be  valid  under  one  law 
it  must  be  so  under  the  other. 

We  come  now  to  consider  the  objection,  that  an  indefinite 
number  of  banking  corporations  are  authorized  by  the  general 
law,  and  this,  it  is  supposed,  is  not  only  repugnant  to  the  policy, 
but  the  express  provision  of  the  constitution. 

It  can  not  be  said  that  this  law  violates  any  express  provision 
of  the  constitution.  The  extent  of  the  provision  referred  to  is 
that  no  act  of  incorporation  shall  be  passed,  except  by  at  least 
a  majority  of  two-thirda  of  each  branch  of  the  legislature. 

Now,  this  does  not  limit  the  number  of  corporations  which 
shall  be  established,  nor  the  number  which  may  be  created  in 
one  act.  The  act  must  be  passed  by  a  majority  of  two-thirds, 
and  this  is  the  only  express  restriction  on  the  subject.  If  the 
range  of  legislative  power  be  restricted  beyond  this,  it  must 
be  done  by  construction. 

There  may  be  a  wide  distinction  between  the  policy  of  a 
general  and  a  special  banking  law,  but  this  is  not  the  question 
for  judicial  cognizance.  Is  there  such  a  difference  in  principle, 
as  to  make  the  one  constitutional  and  the  other  unconstitutional  1 
This  is  the  inquiry  now  to  be  made. 

As  it  regards  the  power  of  the  legislature,  it  is  unquestion- 
able, whether  they  establish  one  or  fifty  banking  institutions. 
The  same  power  which  may  establish  one  bank,  under  the  con- 
stitution, may  establish  fifty. 

In  the  general  law,  as  above  observed,  commissioners  are  ap- 
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pointed,  the  county  clerk  and  treasurer,  to  receive  5:;ibscriptionfl 
of  the  stock  the  same  as  in  a  special  act.  And  the  mode  of  or- 
ganization, under  both  acts,  is  substantially  the  same. 

The  only  difference  seems  to  be  that  in  the  special  act  the 
number  of  corporations  is  limited,  whilst  under  the  general  act 
they  are  indefinite. 

And  here  it  is  contended  that  the  legislature  have,  in  sub- 
stance, conferred  the  power  to  form  corporations  by  voluntary 
associations,  without  exercising  that  special  scrutiny,  in  each 
case,  as  is  required  by  the  constitution. 

But  is  this  a  sound  and  practi'^.al  view  of  the  casef 

It  may  be  admitted  that  it  derives  great  force  from  the  dis- 
aastrous  results  which  have  been  realized  under  this  law;  but 
these  have  nothing  to  do  with  the  question  of  power  under  con- 
sideration. Suppose  the  results  had  been  as  beneficial  as  they 
have  been  injurious,  how  changed  would  have  been  the  argu- 
ment. But  the  question  remains  unaffected  by  the  good  or 
evil  which  resulted  from  the  law. 

The  legislature,  in  the  exercise  of  their  discretion,  seem  to 
have  concluded  that,  by  requiring  securities  on  real  estate,  and 
subjecting  the  directors  to  certain  liabilities,  it  would  be  good 
policy  to  multiply  the  banking  institutions  of  the  state.  And 
in  order  to  avoid  the  charge  of  monopoly,  which  had  been  so 
liberally  applied  to  banking  incorporations  by  a  general  law, 
they  held  out  to  the  community  at  large  equal  privileges  in  form- 
ing such  associations.  The  act  which  thus  sanctions  an  indefi- 
nite number  of  banks,  depending  upon  voluntary  associations, 
is  passed  by  the  requisite  majority  of  two-thirds  of  both  houses 
of  the  legislature. 

Now,  what  is  the  practical  operation  of  this  law?  It,  in 
effect,  declares  that  the  clerk  and  treasurer  of  each  county  in 
the  state  shall  be  authorized  to  open  books  and  receive  subscrip- 
tions of  stock,  and  when  the  associations,  thus  formed,  shall 
become  organized,  they  shall  be  in  fact  and  in  name  bodies 
corporate  and  politic.  The  law  acts  as  directly  upon  associa- 
tions thus  formed  as  if  it  had  been  passed  expressly  to  incorpor- 
ate each  association.  It  is  special  to  each.  And  the  differ- 
ence between  a  general  an<l  *^.  special  law  of  this  character,  in 
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this  respect,  seems  to  be  that  the  one  is  passed  on  the  special 
application  of  a  few  individuals,  whilst  the  other  is  enacted  un- 
der the  influence  of  a  g^eral  policy.  But  the  question  of  pow- 
er is  the  same. 

May  not  the  legislature  determine  the  number  of  banks  that 
shall  be  established  f  This  will  not  be  controverted.  And  if 
they  may  do  this,  may  they  not,  under  the  constitution,  pass 
an  act,  by  a  majority  of  two-thirds  of  each  house,  to  establish 
voluntary  associations  without  limiting  their  number  f 

Suppose  the  general  law  had  limited  the  number  of  banks 
to  be  established  under  it  to  ten,  could  their  power  to  pass  the 
law  have  been  doubted!  They  throw  around  the  institutions, 
thus  to  be  organized,  all  the  guards  and  checks  which  they  deem 
necessary  for  the  public  interest.  The  law  acts  as  directly  and 
distinctly  upon  each  association  as  if  it  had  been  the  only  one 
established  under  it.  And,  in  passing  the  law,  the  legislature 
exercise  the  same  scrutiny  as  if  they  were  about  to  incorporate 
only  one  bank.  Such  a  law  would  be  within  the  letter  and  spirit 
of  the  constitution.  And  if  the  legislature  may  do  this,  may 
they  not  fix  on  a  greater  number  of  banks  than  ten,  or  may  they 
not,  in  the  exercise  of  their  discretion,  authorize  the  establish- 
ment of  an  indefinite  number?  Whether  the  number  shall  be 
large  or  small  is  a  question  of  policy  and  not  of  constitutional 
power.  If  a  large  or  indefinite  number  of  corporations  may 
be  created  in  the  same  act,  under  as  salutary  restrictions  as  the 
creation  of  one,  is  the  policy  of  the  constitution  disregarded! 

It  is  contended  that  the  general  law  throws  off  the  restraints 
imposed  by  the  constitution.  But  is  this  sof  There  is  not  a 
restriction  in  the  exercise  of  corporate  powers,  which  can  be 
imposed  by  a  special  law,  that  may  not  be  imposed  under  a 
general  law.  And  the  power  of  the  legislature  acts  as  directly  in 
the  one  case  as  in  the  other.  In  the  general  law,  then,  there  is  no 
disregard  of  the  restraints  of  the  constitution.  Having  the 
power  to  establish  more  than  one  corporation  in  the  same  act, 
the  legislature  may  establish  many,  or  an  indefinite  number. 

The  number,  whether  indefinite  or  limited,  does  not  render 
the  law  repugnant  to  the  constitution.  If  it  has  been  passed 
by  the  constitutional  majority,  it  is  within  the  restriction. 
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By  the  thirty-sixth  section  of  this  law  the  legislature  reserve 
''the  power  to  alter  or  amend  the  act,  and  to  dissolve  any  asso- 
ciation to  be  incorporated  under  its  provisions,  by  a  vote  of 
two-thirds  of  each  house." 

Here  is  a  power  not  usually  reserved  in  granting  franchises. 
And  it  would  seem  that,  so  far  as  the  policy  of  the  law  may  be 
considered,  this  reservation  of  power  gives  to  the  legislature 
as  salutary  a  control  over  these  grants,  for  the  public  good,  as 
would  have  been  exercised  in  acting  on  special  applications 
for  charters.  And  the  presumption  is,  that  if  the  general  law 
had  not  passed,  the  number  of  banks,  under  special  laws,  would 
have  been  as  great,  and  the  consequences  not  less  disastrous. 

The  evil  is  not  to  be  found  in  the  constitution,  or  in  the  con- 
struction of  the  constitution,  but  in  the  elements  of  which  the 
government  is  composed.  The  time  remedy  is  found  in  the 
sober  reflection,  experience  and  intelligence  of  the  commun- 
ity.   •    *    * 

DefMitrers  withdrawn,  and  leave  to  plead,  etc. 


MOKELUMNE  HILL  CANAL  AND  MINING 
CO.  V.  WOODBURY. 

14  Cal.  424.    1859. 

Cope,  J.,  delivered  the  opinion  of  the  court,  Baldwin,  J.,  and 
Fdeld,  C.  J.,  concurring. 

It  is  alleged  in  the  complaint  that  the  plaintiff  is  a  corpora- 
tion, and  this  allegation  being  denied  in  the  answer,  the  case 
was  tried  in  the  court  below  upon  that  issue  alone.  The  plaint- 
iff dates  its  corporate  existence  as  far  back  as  1852,  and  claims 
to  have  been  duly  and  regularly  incorporated  under  the  gen- 
eral act  of  1850,  providing  for  the  formation  of  corporations  for 
manufacturing,  mining,  mechanical  and  chemical  purposes. 
Section  122  of  that  act  provides  that  any  three  or  more  per- 
sons, who  may  desire  to  form  a  company  for  either  of  these 
purposes,  **may  make,  sign  and  acknowledge  before  some  officer 
competent  to  take  the  acknowledgment  of  deeds,  and  file  in  the 
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ofSbce  of  the  derk  of  the  county  in  which  the  business  of  the 
company  shall  be  carried  on,  and  a  duplicate  thereof  in  the 
ofSce  of  the  secretary  of  state,  a  certificate  in  writing,'*  etc. 
Section  123  provides,  that  ''when  the  certificisite  shall  be  filed 
as  aforesaid/'  the  persons  executing  the  same  and  their  suc- 
cessors shall  be  a  body  politic  and  corporate.  Section  130  pro- 
vides, that  **the  copy  of  any  certificate  of  incorporation  filed 
in  pursuance  of  this  act,  certified  by  the  county  clerk  or  his 
deputy,  to  be  a  true  copy,  and  of  the  whole  of  such  certificate, 
shall  be  received  in  all  courts  and  places  as  presumptive  legal 
evidence  of  the  facts  therein  stated.  On  the  trial  of  the  case, 
it  was  shown  that  a  certificate,  in  conformity  with  the  require- 
ments of  the  act  had  been  filed  in  the  ofSce  of  the  clerk  of  the 
proper  county,  and  a  certified  copy  thereof  was  produced  and 
read  in  evidence,  but  it  was  not  shown  that  a  duplicate  had  been 
filed  in  the  office  of  the  secretary  of  state.  It  appeared  in  proof 
that  the  company  had  been  doing  business  as  a  corporation 
since  1852,  but  the  court  held,  that  as  it  was  not  shown  that  a 
duplicate  had  been  filed  as  required  by  the  act,  the  evidence 
did  not  establish  the  fact  of  incorporation. 

The  general  rule  is,  that  the  existence  of  a  corporation  may 
be  proved  by  producing  its  charter,  and  showing  acts  of  user 
under  it;  but  this  rule  has  no  application  to  a  corporation 
formed  under  the  provisions  of  a  general  statute,  requiring 
certain  acts  to  be  performed  before  the  corporation  can  be  con- 
sidered in  esse,  or  its  transactions  possess  any  validity.  The 
existence  of  a  corporation  thus  formed  must  be  proved  by  show- 
ing at  least  a  substantial  compliance  with  the  requirements  of 
the  statute.  But  there  is  a  broad  and  obvious  distinction  be- 
tween such  acts  as  are  declared  to  be  necessary  steps  in  the  proc- 
ess of  incorporation,  and  such  as  are  required  of  the  individuals 
seeking  to  become  incorporated,  but  which  are  not  made  pre- 
requisites to  the  assumption  of  corporate  powers.  In  respect  to 
the  former,  any  material  omission  will  be  fatal  to  the  existence 
of  the  corporation,  and  may  be  taken  advantage  of,  collaterally, 
in  any  form  in  which  the  fact  of  incorporation  can  properly  be 
called  in  question.  In  respect  to  the  latter,  the  corporation  is 
responsible  only  to  the  government,  and  in  a  direct  proceeding 
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to  forfeit  its  charter.  The  right  of  the  plaintiff  to  be  con- 
sidered a  corporation,  and  to  exercise  corporate  powers,  depends 
npon  the  fact  of  the  performance  of  the  particular  acts  named 
in  the  statute  as  essential  to  its  corporate  existence.  Under  the 
issues  presented  in  the  pleadings,  there  is  no  doubt  that  per- 
formance of  these  acts  should  have  been  shown,  and  if  the  filing 
of  the  duplicate  of  the  certificate  of  incorporation  is  to  be  re- 
garded as  one  of  them,  the  court  below  properly  held  that  the 
existeiice  of  the  corporation  had  not  been  established.  But  we 
do  not  see  upon  what  principle  such  a  construction  of  the  statute 
is  admissible.  It  is  certainly  not  justified  by  the  natural  and 
ordinary  import  of  the  language  used,  which  must  furnish  the 
rule  of  construction,  unless  a  contrary  intention  clearly  appear. 
Section  122.  of  the  act  provides,  as  we  have  seen,  for  the  filing 
of  a  certificate  with  the  clerk,  and  a  duplicate  with  the  secre- 
tary of  state;  but  section  123  declares  that  when  the  certificate 
shall  be  filed,  the  person  executing  the  same  and  their  succes- 
sors, shall  be  a  body  politic  and  corporate.  The  intention  of 
the  legislature  clearly  was,  that,  so  far  as  individuals  are  con- 
cerned, the  corporation  should  acquire  a  valid  legal  existence 
upon  the  filing  of  the  certificate.  The  filing  of  the  duplicate  is 
exclusively  a  matter  between  the  corporation  and  the  state. 
The  rights  and  privileges  conferred  by  the  statute  vest  in  the 
corporation  upon  the  filing  of  the  certificate,  and  can  be  divested 
only  by  a  direct  proceeding  for  that  purpose.  If  the  duplicate 
has  not  been  filed,  the  assumption  of  the  corporate  powers 
amounts  simply  to  a  usurpation  of  the  sovereign  rights  of  the 
state,  the  remedy  for  which  rests  with  the  state  alone. 
JuDOHENT  BEVEBSBD^  and  cause  remanded  for  a  new  trial 


DUNN  BT  AU  v.  THE  UNIVERSITY  OP  OREGON. 
9  Oregon,  357.    1881. 

This  suit  was  brought  by  respondents  in  the  circuit  court  for 
Lane  county,  to  set  aside  a  conveyance  of  real  property  situated 
in  said  county,  from  the  Union  University  Association  to  the 
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said  board  of  directors  of  the  University  of  Oregon^  executed 
on  or  about  December  31,  1873,  upon  the  ground  of  fraud,  and 
to  subject  such  property  to  the  payment  of  certain  judgments, 
which  had  been  recovered  in  said  court  by  respondents  against 
said  association. 

The  complaint  alleges  the  due  incorporation  of  the  Union 
Universily  Association  as  a  private  corporation  under  the  laws 
of  Oregon,  and  the  creation  of  the  board  of  directors  of  the 
University  of  Oregon  by  act  of  the  legislature,  approved  Octo- 
ber 19,  1872,  subsequently  changed  to  the  "Regents  of  the 
University,"  by  act  of  the  legislature  October  21,  1876.  It 
also  shows  that  in  the  year  1873,  and  prior  to  the  conveyanee 
sought  to  be  impeached,  the  Union  University  Association  be- 
came indebted  to  the  respondents  severally  in  large  amounts 
which  have  never  been  paid.  That  at  the  time  said  indebted- 
ness accrued,  and  prior  thereto,  said  association  was  the  owner 
in  fee-simple  of  certain  real  property  in  Eugene  City,  in  said 
county,  worth  $50,000,  and  gives  a  description  of  }t  by  metes 
and  bounds.  That  said  real  estate  was  all  the  property  owned 
by  said  association,  and  that  by  conveying  it  to  the  board  of 
directors  of  the  University  of  Oregon,  it  made  itself  insolvent, 
and  thereupon  became  and  has  ever  since  remained  wholly 
unable  to  pay  its  debts.  That  said  conveyance  was  executed  in 
fraud  of  the  rights  of  the  respondents,  and  for  the  purpose 
of  hindering  and  delaying  them  in  collecting  their  said  debts, 
and  that  there  was  no  consideration  therefor,  and  these  facts 
were  fully  within  the  knowledge  of  said  board  of  directors  when 
they  received  said  conveyance. 

Prior  to  instituting  this  suit  the  respondents  severally  duly 
recovered  judgments  against  the  Union  University  Association 
upon  their  said  claims,  in  said  circuit  court,  and  caused  them 
to  be  duly  docketed  in  said  county,  and  executions  to  be  issued 
and  placed  in  the  hands  of  the  sheriff  for  service,  which  were 
duly  returned  by  him  wholly  unsatisfied. 

The  board  of  regents  demurred,  and  the  court  below  over- 
ruled the  demurrer,  and  upon  their  failing  to  answer,  rendered 
a  decree  for  respondents  as  prayed  for  in  their  complaint.  From 
this  decree  the  board  of  regents  have  brought  this  appeal. 
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By  the  court,  Watson,  J.: 

That  the  state  university  itself  was  incorporated  under  the 
provisions  of  the  act  of  October  19,  1872,  entitled  ''an  aet  to 
create,  organize  and  locate  the  university  of  the  state  of  Ore- 
gon," is  not  claimed;  but  that  the  ''board  of  directors"  created 
by  that  act  was  an  incorporated  body  can  hardly  be  denied. 
Section  2  declares:  "The  general  government  and  superinten- 
dence of  the  university  shall  vest  in  a  board  of  directors,  to  be 
denominated  the  board  of  directors  of  the  university  of  Ore- 
gon," to  consist  of  nine  members,  all  of  whom  shall  be  citizens 
and  permanent  residents  of  the  state  of  Oregon." 

Section  4  provides:  "The  board  of  directors  shall  have  the 
custody  of  the  books,  records,  buildings  and  all  other  property 
of  the  university.  All  lands,  money,  bonds,  securities  and  other 
property  which  shall  be  donated,  transferred  or  conveyed  to  the 
said  board  of  directors  by  gift,  devise  or  otherwise,  for  the  use 
and  benefit  of  the  university,  shall  be  taken,  received,  held  and 
managed,  invested  and  reinvested,  sold,  transferred  and  in  all 
respects  managed,  and  the  proceeds  thereof  used,  bestowed  and 
invested  in  the  manner,  for  the  purpose  and  under  the  terms  and 
conditions  respectively  prescribed  by  the  act  or  gift,  devise  or 
other  act  in  Uie  respective  cases.  They  shall  have  power,  aad 
it  shall  be  their  duty,  to  enact  by-laws  for  the  government  of  the 
university;  to  elect  a  president  of  the  university,  and  the  req- 
uisite number  of  profesors,  instructors  and  employes,  and  to 
fix  their  salaries  and  the  term  of  office  of  each,  and  to  do  all 
other  acts  necessary  and  proper  to  carry  out  the  design  of  this 
act." 

Sections  11  and  12  provide,  that  on  or  before  January  1, 1874, 
"The  Union  University  Association  of  Eugene  City,  Ore.,  shall 
secure  a  site  for  said  university  at  or  in  the  vicinity  of  Eugene 
City,  and  erect  thereon  and  furnish  a  building  for  the  use  of  the 
state  university,  on  a  plan  to  be  approved,  and,  after  the  erec- 
tion of  the  same,  to  be  accepted  by  the  board  of  commissioners 
for  the  sale  and  management  of  the  school  and  university  lands, 
and  for  the  investment  of  the  funds  arising  therefrom;  said 
building  and  furniture  to  be  of  not  less  value  than  $50,000; 
and  to  convey  the  said  site  and  building,  in  fee-simple,  free  from 
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all  incumbranceB,  to  said  board  of  directoi%  on  or  before  said 
January  1,  1874." 

By  an  amendatory  act,  passed  October  16,  1874,  the  time  was 
extended  to  January  1,  1877,  for  securing  such  site  and  build- 
ing and  conveying  them  to  the  board  of  directors. 

While  it  can  not  be  denied  that  some  of  these  powers  might 
be  exercised  by  a  board  of  directors  in  their  collective  capacity, 
without  being  incorporated,  it  is  equally  undeniable  that  some 
of  them  could  not.  The  capacity  and  power  to  take  convey- 
ances of  lands  and  hold  and  dispose  of  them  for  the  use  and 
benefit  of  the  university,  according  to  the  various  and  diverse 
trusts  imposed  upon  them  by  their  donors,  and  to  transmit  title 
to  lands  to  their  successors  in  office  in  perpetual  succession, 
without  intermediate  conveyances,  could  not  belong  to  this 
board  of  directors  unless  incorporated. 

It  is  true  the  legislature  has  not  declared  it  to  be  a  corpora- 
tion in  express  terms,  but  this  was  not  essential.  (Angell  & 
Ames  on  Corporations,  §  76;  Thomas  v.  Daidn,  22  Wend.  70, 
103,  106.) 

"It  is  indeed  a  principle  of  law  which  has  been  often  acted 
on,  that  where  rights,  privileges  and  powers  are  granted  by 
law  to  an  association  of  persons  by  a  collective  name,  and  there 
is  no  mode  by  which  such  rights  can  be  enjoyed,  or  such  pow- 
ers exercised,  without  acting  in  a  corporate  capacity,  such  as- 
sociations are,  by  implication,  a  corporation,  so  far  as  to  enable 
them  to  exercise  the  rights  and  powers  granted.''  (Angell  ft 
Ames  on  Corporations,  §  78.)     •    •    • 

The  decree  of  the  court  below  is  affibmbd  with  costs. 

DBCRBSB  AFFIRHSD. 
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Form  in  Which  the  Legislative  Authority  is  Exercised.* 
LUXTON  V.  NORTH  MVER  BEIDGB  COMPANY. 
153  U.  5.,  525.     1894. 

Thia  was  a  petition  by  the  North  River  Bridge  Company, 
incorporated  by  the  act  of  congress  of  July  11,  1890,  eh.  669, 
for  the  appointment  under  that  act  of  commissioners  to  assess 
damages  for  the  appropriation  and  condemnation,  for  the  ap- 
proaches to  its  bridge  across  the  Hudson  or  North  River,  be- 
tween the  states  of  New  York  and  New  Jersey,  of  land  of  Sarah 
Luxton  in  the  city  of  Hoboken  and  the  county  of  Hudson,  in  the 
latter  state.  Upon  the  order  of  the  circuit  court,  appointing 
commissioners,  she  sued  out  a  writ  of  error,  which  was  dis- 
missed by  this  court,  at  the  last  term,  because  that  order  was 
not  a  final  judgment.  147  U.  S.  337.  The  commissioners  after- 
wards made  an  award  and  report,  assessing  her  damages  at  the 
sum  of  $2,000,  to  the  acceptance  of  which  she  objected,  upon 
the  grounds  that  the  act  of  congress  was  unconstitutional,  and 
particularly  that  congress  could  not  confer  the  right  of  emi- 
nent domain  upon  the  company.  But  the  court  overruled  the 
objection,  and  adjudged  that  the  award  be  approved  and  con- 
firmed, and  remain  on  record  in  the  office  of  its  clerk,  and  that, 
upon  payment  or  tender  of  the  sumi  awarded,  the  company 
might  enter  upon  and  take  possession  of  the  land  for  the  pur- 
pose for  which  it  was  condemned.  She  thereupon  sued  out  this 
writ  of  error. 

Mb.  Justice  Obay,  after  stating  the  case,  delivered  the  opinion 
of  the  court. 

The  validity  of  the  act  of  congress  incorporating  the  North 
River  Bridge  Company  rests  upon  principles  of  constitutional 
law,  now  established  beyond  dispute. 

The  congress  of  the  United  States  being  emx>owered  by  the 
constitution  to  regulate  commerce  among  the  several  states,  and 
to  pass  all  laws  necessary  or  proper  for  carrying  into  execution 
9ny  of  the  powers  specifically  conferred,  may  make  use  of  any 


•See  Sees.  1211-1216,  Vol.  0,  Cyclopedia  of  Law. 
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appropriate  means  for  thia  end.  As  said  by  Chief  Justice  Mar- 
shall, ''the  power  of  creating  a  corporation,  though  appertaining 
to  sovereignty,  is  not,  like  the  power  of  making  war,  or  levying 
taxes,  or  of  regulating  commerce,  a  great  substantive  and  inde- 
pendent power,  which  can  not  be  implied  aa  incidental  to  other 
powers,  or  used  as  a  means  of  executing  them.  It  is  never  the 
end  for  which  other  powers  are  exercised,  but  a  means  by  which 
other  objects  are  accomplished."  Congress,  therefore  may 
create  corporations  as  appropriate  means  of  executing  the  pow- 
ers of  government,  as,  for  instance,  a  bank  for  the  purpose  of 
carrying  on  the  fiscal  operations  of  the  United  States,  or  a 
railroad  corporation  for  the  purpose  of  promoting  commerce 
among  the  states.  McCuUoch  v.  Maryland,  4  Wheat.  316,  411, 
422;  Osbom  v.  Bank  of  United  States,  9  Wheat  738,  861,  873; 
Pacific  Railroad  Removal  Cases,  115  U.  S.  1,  18;  California  v. 
Pacific  Railroad,  127  U.  S.  1,  39.  Congress  has  likewise  the 
power  exercised  early  in  this  century  by  successive  acts  in  the 
case  of  the  Cumberland  or  National  Road  from  the  Potomac 
across  the  AUeghenies  to  the  Ohio,  to  authorize  the  construction 
of  a  public  highway  connecting  several  states.  See  Indiana  v. 
United  States,  148  U.  S.  148.  And  whenever  it  becomies  neces- 
sary for  the  accomplishment  of  any  object  within  the  authority 
of  congress,  to  exercise  the  right  of  emisent  domain  and  take 
private  lands,  making  just  compensation  to  the  owners,  con- 
gress may  do  this  with  or  without  a  concurrent  act  of  the  state 
in  which  the  lands  lie.  Van  Brocklin  v.  Tennessee,  117  U.  S. 
151,  154,  and  cases  cited;  Cherokee  Nation  v.  Kansas  Railway, 
135  U.  S.  641,  656. 

From  these  premises,  the  conclusion  appears  to  be  inevitable 
that,  although  congress  may,  if  it  sees  fit,  and  as  it  has  often 
done,  recognize  and  approve  bridges  erected  by  authority  of 
two  states  across  navigable  waters  between  them,  it  may,  at  its 
discretion,  use  its  sovereign  powers,  directly  or  through  a  cor- 
poration created  for  that  object,  to  construct  bridges  for  the  ac- 
commodation of  interstate  commerce  by  land,  as  it  undoubtedly 
may  to  improve  the  navigation  of  rivers  for  the  convenience 
of  interstate  commerce  by  water.  1  Hare's  Constitutional  Law, 
248,  249.    See  acts  of  July  14,  1862,  ch.  167,  12  Stat.  569; 
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February  17,  1865,  ch.  38,  13  Stat.  431;  July  25,  1866,  ch.  246, 
14  Stat.  244;  March  3,  1871,  ch.  121,  S  5,  16  Stat.  572,  573; 
June  16,  1886,  ch.  417,  24  Stat.  78. 

The  judicial  opinions  cited  in  support  of  the  opposite  view  are 
not,  having  regard  to  the  facts  of  the  cases  in  which  they  were 
uttered,  of  controlling  weight. 

Mr.  Justice  McLean,  indeed,  in  an  opinion  delivered  by  him 
in  the  circuit  court,  by  which  a  bill  by  the  United  States  to 
restrain  the  construction  of  a  bridge  across  the  Mississippi 
river  was  dismissed,  no  injury  to  properly  of  the  United  States 
and  no  substantial  obstruction  to  navigation  being  shown,  and 
there  having  been  no  legislation  by  congress  upon  the  subject, 
took  occasion  to  remark  that  ''neither  under  the  commercial 
power,  nor  under  the  power  to  establish  post  roads,  can  congress 
construct  a  bridge  over  a  navigable  water;"  that  **if  congress 
can  construct  a  bridge  over  a  navigable  water,  under  the  power 
to  regulate  commerce  or  to  establish  post  roads,  on  the  same 
principle  it  may  make  turnpike  or  railroads  throughout  the 
entire  country;"  and  that  '*the  latter  power  has  generally  been 
considered  as  exhausted  in  the  designation  of  roads  on  which  the 
mails  are  to  be  transported ;  and  the  former  by  the  regulation  of 
commerce  upon  the  high  seas  and  upon  our  rivers  and  lakes." 
United  States  v.  Railroad  Bridge  Co.,  6  McLean  517,  524,  525. 

The  same  learned  justice  repeated  and  enlarged  upon  that 
idea  in  his  dissenting  opinion  in  Pennsylvania  v.  Wheeling 
Bridge,  18  How.  421,  442,  443,  where,  after  the  Wheeling 
Bridge,  constructed  across  the  Ohio  river  under  an  act  of  the 
state  of  Virginia,  had  by  a  decree  of  this  court,  at  the  suit  of  the 
state  of  Pennsylvania,  been  declared  to  be  in  its  then  condition 
an  unlawful  obstruction  of  the  navigation  of  the  river,  and  in 
conflict  with  the  acts  of  congress  regulating  such  navigation, 
and  therefore  ordered  to  be  elevated  or  abated,  congress  passed 
an  act  declaring  the  bridge  to  be  a  lawful  structure  in  its  then 
position  and  elevation,  establishing  it  as  a  post  road  for  the 
passage  of  the  mails  of  the  United  States,  authorizing  the  cor- 
poration to  have  and  maintain  the  bridge  at  that  site  and  eleva- 
tion, and  requiring  the  captains  and  crews  of  all  vessels  and 
boats  navigating  the  river  to  regulate  the  use  thereof,  and  of  any 
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pipes  or  chimneys  belonging  fhereto,  so  as  not  to  interfere  with 
the  elevation  and  construction  of  the  bridge.  Act  of  August  31, 
1852,  ch.  Ill,  sees.  6,  7,  10  Stat.  112. 

But  the  majority  of  this  court  in  that  case  held  that  ''the 
act  of  congress  afforded  full  authority  to  the  defendants  to  re- 
construct the  bridge."  18  How.  436.  Mr.  Justice  Nelsou,  in 
delivering  its  opinion,  said:  ''We  do  not  enter  upon  the  ques- 
tion whether  or  not  congress  possess  the  power  under  the  au- 
thority of  the  constitution  to  establish  post  offices  and  post  roads, 
to  legalize  this  bridge,  for  conceding  that  no  such  powers  can  be 
derived  from  this  clause,  it  must  be  admitted  that  it  is,  at  least, 
necessarily  included  in  the  power  conferred  to  regulate  com- 
merce among  the  several  states.  The  regulation  of  commerce 
includes  intercourse  and  navigation,  and,  of  course,  the  power 
to  determine  what  shall  or  shall  not  be  deemed  in  judgment  of 
law  an  obstruction  to  navigation;  and  that  power,  as  we  have 
seen,  has  been  exercised  consistently  with  the  continuance  of 
the  bridge."  18  How.  431.  And  Mr.  Justice  Daniel,  in  a 
concurring  opinion,  sustaining  the  validity  of  the  act  of  con- 
gress, said:  "They  have  regulated  this  matter  upon  a  scale  by 
them  conceived  to  be  just  and  impartial,  with  reference  to  that 
commerce  which  pursues  the  course  of  the  river,  and  to  that 
which  traverses  its  channel,  and  is  broadly  diffused  through  the 
country.  They  have  at  the  same  time,  by  what  they  have  done, 
secured  to  the  government  and  to  the  public  at  large  the  essen- 
tial advantage  of  a  safe  and  certaiu  transit  over  the  Ohio."  18 
How.  458.  A  similar  decision  was  made  in  the  Clinton  Bridge, 
10  Wall.  454.    See  also  Miller  v.  New  York,  109  U.  S.  385. 

In  the  cases  cited  at  the  bar,  of  The  Passaic  Bridges,  3  Wall. 
App.  782,  decided  by  Mr.  Justice  Grier  in  the  circuit  court, 
and  of  Oilman  v.  Philadelphia,  3  Wall.  713,  and  Wright  v. 
Nagle,  101  U.  S.  791,  in  this  court,  the  bridge  in  question  had 
been  erected  under  authority  of  a  state,  and  was  wholly  within 
the  state,  and  no  question  arose  or  was  considered  as  to  the 
power  of  congress,  in  regulating  interstate  commerce,  to  au- 
thorize the  erection  of  bridges  between  two  states. 

But  in  Stockton  v.  Baltimore  and  New  York  Railroad,  32  Fed. 
Eep.  9,  Mr.  Justice  Bradl^r,  sitting  in  the  circuit  courts  upheld 
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the  constitutionality  of  the  act  of  congress  of  June  16,  1886, 
ch.  417,  authorizing  a  corporation  of  New  York  and  one  of 
New  Jersey  to  build  and  maintain  a  bridge,  as  therein  directed, 
across  the  Staten  Island  Sound  or  Arthur  Kill.    24  Stat.  78. 

The  reasons  upon  which  the  decision  in  that  case  rested  were, 
in  substance,  the  same  as  were  stated  by  that  eminent  judge  in 
two  opinions  afterwards  delivered  by  him  in  behalf  of  this 
court,  in  which  the  power  of  congress,  by  its  own  legislation, 
to  confer  original  authority  to  erect  bridges  over  navigable  wa- 
ters, whenever  congress  considered  it  necessary  to  do  so  to  meet 
the  demands  of  interstate  commerce  by  land,  is  so  clearly 
demonstrated  as  to  render  further  discussion  on  the  subject 
superfluous. 

In  Willamette  Bridge  v.  Hatch,  125  U.  S.  1,  in  which  it  was 
held  that  section  2  of  the  act  of  February  14,  1859,  ch.  33  (11 
Stat.  383),  for  the  admission  of  Oregon  into  the  Union,  provid- 
ing that  ''all  the  navigable  waters  of  the  said  state  shall  be 
common  highways,  and  forever  free,  as  well  to  the  inhabitants 
of  said  state  as  to  all  other  citizens  of  the  United  States,"  did 
not  prevent  the  state,  in  the  absence  of  legislation  by  congress, 
from  authorizing  the  erection  of  a  bridge  over  such  a  river,  Mr. 
Justice  Bradley  speaking  for  the  whole  court,  said:  "And 
although,  until  congress  acts  the  states  have  the  plenary  power 
supposed,  yet,  when  congress  chooses  to  act,  it  is  not  concluded 
by  an3rthing  that  the  states,  or  that  individuals  by  its  authority 
or  acquiescence,  have  done,  from  assuming  entire  control  of  the 
matter,  and  abating  any  erections  that  may  have  been  made, 
and  preventing  any  others  from  being  made,  except  in  conform- 
ity with  such  regulations  as  it  may  impose.  It  is  for  this  rea- 
son, namely,  the  ultimate  (though  yet  unexerted)  power  of 
congress  over  the  whole  subject-matter,  that  the  consent  of  con- 
gress is  so  frequently  asked  in  the  erection  of  bridges  over  navig- 
able streams.  It  might  itself  give  original  authority  for  the 
erection  of  such  bridges,  when  called  for  by  the  demands  of 
interstate  commerce  by  land;  but  in  many,  perhaps  the  major- 
ity, of  cases  its  asent  ony  is  asked,  and  the  primary  authority 
is  sought  at  the  hands  of  the  state."    125  U.  S.  12,  13. 

In  California  v.  Pacific  Eailroad,  127  U.  S.  1,  it  was  directly 
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adjudged  that  congress  has  anthorityy  in  the  exercise  of  its  pow- 
ers, to  regulate  commerce  among  the  several  states,  to  author- 
ize corporations  to  construct  railroads  across  the  states  as  well 
as  the  territories  of  the  United  States ;  and  Mr.  Justice  Bradley, 
again  speaking  for  the  court,  and  referring  to  the  acts  of  con- 
gress establishing  corporations  to  build  railroads  across  the  con- 
tinent, said:  ''It  can  not  at  the  present  day  be  doubted  that 
congress  under  the  power  to  regulate  commerce  among  the 
several  states,  as  well  as  to  provide  for  postal  accommodations 
and  military  exigencies,  had  authority  to  pass  these  laws.  The 
power  to  construct  or  to  authorize  individual  or  corporations 
to  construct  national  highways  and  bridges  from  state  to  state 
is  essential  to  the  complete  control  and  regulation  of  inter- 
state commerce.  Without  authority  in  congress  to  establish  and 
maintain  such  highways  and  bridges,  it  would  be  without  au- 
thority to  regulate  one  of  the  most  important  adjuncts  of  com- 
merce. This  power  in  former  times  was  exerted  to  a  very  lim- 
ited extent,  the  Cumberland  or  National  road  being  the  most 
notable  instance.  Its  exertion  was  but  little  called  for,  as  com- 
merce was  then  mostly  conducted  by  water,  and  many  of  our 
statesmen  entertained  doubts  as  to  the  existence  of  the  power 
to  establish  ways  of  communication  by  land.  But  since,  in 
consequence  of  the  expansion  of  the  country,  the  multiplica- 
tion of  its  products  and  the  invention  of  railroads  and  locomo- 
tion by  steam,  land  transportation  has  so  vastly  increased  a 
sounder  consideration  of  the  subject  has  prevailed  and  led  to  the 
conclusion  that  congress  has  plenary  power  over  the  whole  sub- 
ject. Of  course,  the  authority  of  congress  over  the  territories  of 
the  United  States,  and  its  power  to  grant  franchises  exercisible 
therein,  are,  and  ever  have  been,  undoubted.  But  the  wider 
power  was  very  freely  exercised,  and  much  to  the  general  satis- 
faction in  the  creation  of  the  vast  system  of  railroads  connecting 
the  east  with  the  Pacific,  traversing  states  as  well  as  territories, 
and  employing  the  agency  of  state  as  well  as  Federal  corpora- 
tions.''   127  U.  S.  39,  40. 

The  act  of  congress  now  in  question  declares  the  construction 
of  the  North  River  Bridge  between  the  states  of  New  York  and 
New  Jersey  to  be  **in  order  to  facilitate  interstate  commerce," 
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and  it  makes  due  provision  for  the  condemnation  of  lands  for 
the  construction  and  maintenance  of  the  bridge  and  its  ap- 
proaches, and  for  just  compensation  to  the  owners,  which  has 
been  accordingly  awarded  to  the  plaintiff  in  error. 

In  the  light  of  the  foregoing  principles  and  authorities,  the 
objection  made  to  the  constitutionality  of  this  act  can  not  be 
sustained. 

Judgment  affomssd. 

See  also,  Pensacola  Telegraph  Co.  v.  Western  Union  Tele^ 
graph  Co.    96  U.  S.  1.    Given  in  Case  Book  I,  Page  189. 


THE  STATE,  EX  REL.  JACOB  J.  VAN  RIPER  ET  AL., 
V.  CHARLES  H.  PARSONS  ET  AL. 

40  N.  J.  L.  1.    1878. 

On  demurrer. 

By  the  charter  of  Jersey  City,  passed  in  1871,  provision  was 
made  for  the  appointment  by  the  senate  and  general  assembly, 
in  joint  meeting,  of  a  fire  board,  and  certain  other  municipal 
boards. 

On  March  6,  1877  (Laws  1877,  p.  54),  an  act  was  passed 
entitled  ''An  act  concerning  commissioners  to  regulate  munic- 
ipal affairs,"  which  provided  for  abolishing  aU  laws  in  refer- 
ence to  legislative  conmiissioners,  and  terminating  the  offices 
of  the  legislative  commissioners  then  in  existence,  and  for  ctub- 
stituting  therefor  new  boards,  to  be  elected  by  the  people. 

Under  this  latter  act  an  election  was  held  in  Jersey  City,  and 
the  defendants  were  elected  members  of  the  fire  board  in  lieu 
of  the  legislative  commissioners.  There  was  no  question  made 
with  respect  to  the  fairness  and  formality  of  this  election. 

The  present  proceeding  is  an  information  in  the  name  of 
the  attorney-general,  in  the  nature  of  a  quo  warranto,  charg- 
ing that  the  defendants  usurp  the  office  to  which  they  were 
thus  elected. 

Argued  at  November  term,  1877,  before  Beasley,  chief  jus- 
tice, and  Justice  Depue,  Van  Syckel  and  Knapp. 
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The  opinion  of  the  court  was  delivered  by  Bbaslet,  chief 
justice. 

The  purpose  of  this  proceeding  is  to  test  the  cgnstitutionality 
of  the  act  of  the  legislature  passed  on  the  6th  day  of  March, 
in  the  year  of  1877,  entitled  ''An  act  concerning  commissioners 
to  regulate  municipal  affairs." 

The  law  thus  brought  under  our  cognizance  is  composed  of 
two  sections,  the  first  of  which  declares  "that  such  parts  of 
all  public,  special  and  local  laws  as  provide  for  the  appoint- 
ment of  commissions  or  commissioners,  by  the  senate  and  gen- 
eral assembly  of  the  legislature,  in  joint  meeting,  to  regulate 
municipal  affairs  in  any  city  in  this  state,  be  and  the  same  are 
hereby  repealed,"  and  the  second  section  provides  ''that  in  all 
cases  where  the  above  repealing  section  shall  operate  in  any 
city  in  this  state,  there  shall  be  substituted,  in  lieu  of  each 
of  the  existing  boards  of  said  commissions  or  commissioners, 
to  exercise  all  the  powers  heretofore  conferred  upon  such  com- 
missions or  commissioners,  a  board  to  consist  of  six  persons, 
namely,  one  shall  be  chosen  by  the  electors  in  each  aldermanie 
district  in  said  city,  who  shall  be  a  qualified  voter  of  said 
city."  The  rest  of  this  latter  section  consists  of  regulations 
touching  the  mode  of  canvassing  the  votes  at  the  election  thus 
authorized,  or  designating  the  terms  of  office  and  the  salaries 
of  the  officers  thus  to  be  chosen. 

Against  this  law  thus  summarized,  the  principal  exception 
that  has  been  urged  is,  that  it  is,  in  substance  and  effect,  spe- 
cial and  local,  and  consequently  is  in  conflict  with  one  of  the 
recent  amendments  of  the  constitution  of  the  state.  The  pro- 
vision of  the  primary  law  thus  invoked  in  clause  2,  section  7  of 
article  iv,  and  which,  so  far  as  relates  to  the  present  subject, 
is  in  these  words,  viz.,  "The  legislature  shall  not  pass  private, 
local  or  special  laws  in  any  of  the  following  enumerated  cases, 
that  is  to  say:  •  •  •  Regulating  the  internal  affairs  of 
towns  and  counties;  appointing  local  officers  or  commissions 
to  regulate  municipal  affairs,"  and,  again,  subsequently,  in  the 
same  clause,  the  words  are,  "the  legislature  shall  pass  no  special 
act  conferring  corporate  powers,  but  they  shall  pass  general 
laws,  under  which  corporations  may  be  organized  and  corporate 


Digitized  by 


Google 


8TATB  Y.  CHABLB8  H.  PABSON&  107 

powers  of  every  nature  obtained,  subject,  nevertheless,  to  re« 
peal  or  alteration  at  the  will  of  the  legislature.    •    •    •  '' 

First,  then,  is  this  statute,  obviously  and  upon  judicial  view 
of  its  contents,  a  local  or  special  law? 

In  point  of  form  it  is  manifest  that  this  act  does  not  belong 
to  such  a  category.  It  imports  generality  of  provision  in  all  its 
parts;  its  title  is  general,  embracing  all  commissioners  appointed 
by  the  legislature  to  regulate  municipal  affairs,  so,  in  its  body, 
it  repeals  such  parts  of  all  public,  special  or  local  laws  as  pro- 
vide for  the  appointment  of  such  commissioners,  and  substi- 
tutes for  such  officers  others,  to  be  selected  by  the  people. 
Upon  the  face  of  this  law,  therefore,  the  repealer  is  general, 
and  the  substitution  of  other  agencies  is  equally  so. 

But  it  is  said  that,  although  such  is  the  frame  and  aspect  of 
this  statute,  still  it  must  be  regarded  as  local  and  special,  as  of 
necessity  it  can  be  applicable  to  but  a  few  places  of  the  state, 
inasmuch  as  it  is  well  known  that  but  few  localities  in  the  state 
have  been  subjected  to  the  rule  of  legislative  commissions.  This 
contention  assumes  the  truth  of  the  hypothesis  that  a  law  that 
embraces  but  a  few  localities,  or  a  small  number  of  objects,  is 
not  a  general,  but  a  special  or  local  law.  But  I  think  there  is 
a  mistake  in  this.  The  term  ''general  law''  does  not  import 
universality  in  the  subjects  or  operation  of  such  law.  The 
constitutional  clause  in  question  calls  for  the  enactment;  in  this 
particular  field  of  legislation,  of  general  acts,  but  such  so-called 
general  acts  are,  for  the  most  part,  special  and  local  in  their 
effect  and  applicability,  provided  we  put  the  widest  possible 
signification  on  the  terms  special  and  local.  But  these  two  lat- 
ter terms  do  not  carry  with  them  such  a  compass  of  meaning  as 
this,  as  they  stand  in  the  clause  of  the  constitution  now  under 
consideration.  If  such  were  their  scope,  they  would  render 
almost  every  attempt  at  useful  legislation  abortive.  A  law 
settling  the  methods  by  which  all  railroads  should  become  in- 
corporated would  be  special  in  the  sense  that  it  would  be  con- 
fined in  its  operation  to  but  a  single  kind  of  corporation,  and 
so  a  law  would  be  local,  by  this  same  test,  that  should  provide 
for  the  organization,  under  one  system,  of  all  the  municipal 
governments  in  the  state,  as  such  a  law  would  manifestly  have 
a  restricted  effect  with  respect  to  locality.    But  who^  oonver- 
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Bant  with  the  usage  touching  these  termfe,  would  venture  the 
assertion  that  such  statutes  as  these  would  not  be  general  laws! 
All  legislation  is  based  of  necessity  on  a  classification  of  its  sub- 
jects, and  when  such  classification  is  fairly  made,  and  the 
legislation  founded  upon  it  is  appropriate  to  such  classification, 
such  legislation  is  as  legitimate  now  as  it  would  have  been  prior 
to  the  recent  amendments  to  the  constitution.  My  theory  is,  that 
if  a  set  of  objects  be  fairly  classified,  a  law  embracing  them 
wiU  be  a  general  one,  and  in  all  respects  unobjectionable;  but 
undoubtedly  if  the  classification  be  illusive,  being  contrived  with 
a  view  of  escaping  the  constitutional  restriction,  it  can  lend  no 
support  to  the  legislation  connected  with  it.  As,  for  example, 
a  statute  declaring  that  all  cities  containing  a  population  over 
a  certain  number  shall  have  a  given  number  of  voting  places, 
and  all  cities  containing  a  lesser  number  shall  have  a  prescribed 
lesser  number,  would  be,  to  my  mind,  obviously  legal,  because 
the  classes  of  persons  thus  distinguished  from  each  other  would 
naturally  stand  upon  a  different  footing  with  respect  to  the 
particular  subject  to  which  such  legislation  related;  but  if  a 
law,  based  on  the  same  classifications,  should  provide  that  the 
former  of  such  classes  should  have  a  certain  system  of  laying 
out  streets,  and  the  latter  a  different  system,  such  a  classifica- 
tion would  be  clearly  illusive,  inasmuch  as  the  law  thus  en- 
acted would  bear  no  affinity  to  the  qualities  or  attributes  form- 
ing the  basis  of  classification.  Interdicted  local  and  special 
laws  are  all  those  that  rest  on  a  false  or  deficient  classification; 
their  vice  is  that  they  do  not  embrace  all  the  class  to  which  they 
are  naturally  related;  they  create  preference  and  establish  in- 
equalities; they  apply  to  persons,  things  or  places  possessed 
of  certain  qualities  or  situations,  and  exclude  from  their  effect 
other  persons,  things  or  places  which  are  not  dissimilar  in  these 
respects.  The  present  law  therefore  is  not  objectionable  on 
the  former  of  the  grounds  assigned— that  in  its  operation  it 
must  necessarily  be  confined  to  certain  localities.  As  it  does 
not  exclude  from  its  sway  or  effect  any  place  or  subject  belong- 
ing to  the  class  to  which  it  relates,  it  is,  upon  its  face,  a  gen- 
eral, and  not  a  local  or  special  law,  within  the  clause  of  the  con- 
stitution now  under  consideration. 
The  second  objection  above  noted  to  the  statute  in  question 
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is  that,  in  point  of  fact,  it  applies  to  but  a  single  place,  that  is, 
to  Jersey  City,  and  therefore,  being  thus  local  and  special,  it  is 
invalid  for  the  want  of  a  notice  of  an  intention  to  apply  for  its 
passage. 

In  laboring  this  point  in  tiieir  argmnent  the  oomisel  of  tiie 
relators  seemed  to  incline  to  the  conclusion  that  a  special  or 
local  law  could  in  no  case  be  passed,  the  purpose  of  which  was 
to  regulate  the  internal  affairs  of  any  municipality.  But  I 
can  not  agree  to  this  view.  According  to  my  reading  of  the 
constitutional  clause  in  question,  its  purpose  was  not  to  limit 
legislation,  but  to  forbid  only  the  doing,  by  special  or  local  laws, 
those  things  that  can  be  done  by  general  laws.  The  provision 
relates  to  the  methods  and  not  to  the  substance  of  legislation, 
and  the  substitution  of  general  laws  in  the  stead  of  those  that 
are  special  or  local,  necessarily  indicates  the  limits  and  extent 
of  the  prohibition,  for  as  the  mandate  is  to  do,  by  general  legis- 
lation, that  which  is  interdicted  to  special  or  local  legislation,  it 
seems  unavoidably  to  follow  that  it  is  only  those  things  that 
can  be  accomplished  by  the  former  method  that  are  forbidden 
to  the  latter  method.  The  intent  here,  I  think,  is  perfectly 
plain,  and  was  to  require,  within  this  department,  all  things 
that  could  be  effected  by  general  statutes,  to  be  effected  in  that 
way,  but  there  was  no  intent  to  abrogate  the  legislative  power 
outside  of  this  field.  The  opposite  interpretation  would  be 
full  of  impracticabilities,  not  to  say  absurdities.  By  its  prev- 
alence, the  peculiar  imperfections  inherent  in  the  frame  of 
any  existing  public  corporation  would  at  once  be  made  unalter- 
able and  irremediable ;  the  boundary  of  every  city,  township  and 
county  would  become  insusceptible  of  change,  and  the  consti- 
tution of  such  bodies,  with  respect  to  matters  unique,  and  there-* 
fore  not  to  be  reached  by  general  laws,  would  be  beyond  the 
hand  of  improvement  or  modification.  Indeed,  the  present 
case,  if  we  assume  that  this  statute  applies  to  Jersey  City  alone, 
and  is  on  that  account  to  be  regarded  as  special  and  local  and 
consequently  forbidden,  would  stand  as  a  conspicuous  example 
of  the  evils  that  would  result,  for  although  in  this  same  consti- 
tutional provision,  the  ruling  of  particular  places  by  legisla- 
tive commissions  is  denounced  in  the  form  of  a  prohibitory 
clause,  the  success  of  the  view  set  up  would  be  to  establish  such 
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a  mode  of  government,  ao  long  as  our  organic  law  should  retain 
its  present  characteristics  in  the  only  place  in  which  it  is  said 
at  present  to  exist.  The  correct  interpretation  of  the  passage, 
as  already  denoted,  keeps  it  clear  of  any  such  hurtful  efficiency. 

But  it  is  further,  and  in  the  last  place,  urged  that  as  this 
statute  can  apply  to  Jersey  City  alone,  it  is,  at  all  events, 
special  and  local  within  the  effect  of  that  other  provision  of  the 
constitution  which  exacts  a  notice  of  an  intention  to  make  ap- 
plication to  the  legislature  for  bills  of  this  character.  Article 
^^)  §  7,  pi.  9.  But  unfortunately,  it  is  in  this  information  as- 
sumed without  the  necessary  showing  of  facts,  that  this  law 
has  this  singleness  of  applicability.  This  pleading  shows  that 
the  defendants  are  clothed  with  office  by  force  of  a  popular 
election  duly  held  in  accordance  with  this  legislative  act,  and 
as  under  such  circumstances  the  regularity  and  validity  of  such 
act  will  be  strongly  implied,  the  facts  necessary  to  vacate  it  must 
be  set  forth  in  a  direct  and  traversable  form.  This  has  not  in 
this  case  been  done.  An  allegation  that  the  statute  is  special 
and  local  as  to  Jersey  City  is  not  the  statement  of  a  fact,  but  a 
naked  inference  as  to  the  law.  The  question,  therefore,  that 
was  discussed,  and  which  was  founded  on  the  assumption  that 
the  present  law  was  operative  in  but  a  single  place,  can  not  be 
considered  or  disposed  of  upon  the  record  as  it  is  now  presented 
to  our  attention. 

As  the  pleadings  at  present  stand,  the  demubbeb  must  be 

SUSTAINED. 


WALLACE  V.  Looms. 
S7  V.  a.  146.    1877. 

Appeal  from  the  circuit  court  of  the  United  States  for  the 
southern  district  of  Alabama. 

The  facts  are  stated  in  the  opinion  of  the  court. 

Mr.  Justice  Bradley  delivered  the  opinion  of  the  court. 

This  suit  was  instituted  by  a  bill  in  equity  filed  May  30. 
1872,  by  Francis  B.  Loomis^  John  C.  Stanton  and  Daniel  N. 
Stanton,  trustees  of  what  is  known  as  the  first  mortgage  of  the 
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Alabama  and  Chattanooga  Railroad  Company,  for  the  purpose 
of  procuring  a  foreclosure  and  sale  of  the  mortgage  premises, 
l^eisfg  the  railroad  of  said  company,  with  its  appurtenances  and 
rolling-stock,  situated  in  Tennessee,  Qeorgia,  Alabama  and  Mis- 
sissippi, but  principally  in  Alabama.  A  furtiier  object  of  the 
bill  was  to  remove  the  cloud  from  the  title  caused  by  the  bank- 
ruptcy of  said  company,  the  seizure  of  its  property  by  the 
governor  of  Alabama,  and  the  sale  thereof  by  the  assignees  in 
bankruptcy;  also  to  protect  and  preserve  the  property  from 
waste  and  dilapidation  until  it  could  be  applied  to  the  satis- 
faction of  the  mortgage.    •    •    • 

In  February,  1873,  by  leave  of  the  court,  Wallace  was  made 
a  defendant,  and  thereupon  filed  an  answer  and  cross-bill,  claim- 
ing to  be  the  holder  and  owner  of  five  second  mortgage  bonds 
for  $1,000  each.    •    •    • 

The  answer  alleges  that  the  Alabama  and  Chattanooga  Bail- 
road  Company  was  not  a  corporate  body,  and  the  decree  afSrms 
the  contrary.  The  cross-bill  states  at  large  the  reason  for  the 
allegation  of  the  answer.  It  is,  that  the  company  had  its  alleged 
corporate  existence  alone  in  virtue  of  a  special  act  of  the  legis- 
lature of  Alabama,  passed  the  17th  of  September,  1868,  which 
act  upon  its  face  was  a  violation  of  the  constitution  of  the 
state,  which  declares  that  **  corporations  may  he  formed  under 
feneral  laws,  hut  shall  not  he  created  hy  special  act,  except  for 
municipal  purposes/'  The  act  referred  to  is  set  out  in  full 
as  an  exhibit  to  the  cross-bill.  It  authorizes  the  Wills  Valley 
Railroad  Company  (a  pre-existing  corporation)  to  purchase 
the  railroad  and  franchises  of  the  Northeast  and  Southwestern 
Alabama  Railroad  Company  (another  pre-existing  corporation), 
and  after  doing  so,  to  change  its  own  name  to  that  of  the 
Alabama  and  Chattanooga  Railroad  Company. 

We  are  unable  to  see  anything  in  this  legislation  repugnant 
to  the  constitutional  provision  referred  to.  That  provision  can 
not  surely  be  construed  to  prohibit  the  legislature  from  chang- 
ing the  name  of  a  corporation,  or  from  giving  it  power  to  pur- 
chase additional  property,  and  this  was  all  that  it  did  in  this 
case.  No  new  corporate  powers  or  franchises  were  created 
•    •    • 

DBGBEB  AFFmaOBD. 
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THE  STATE  OP  OHIO,  EX  REL.  ATTORNEY-GENERAL, 
V.  THE  CITY  OP  CINCINNATI. 

20  0.  S.  18.    1870. 

Bbinkerhoff,  C.  J.  This  is  an  information  in  the  natare 
of  a  writ  of  quo  warranto,  filed  in  this  court  by  the  attorney- 
general  for  the  purpose  of  testing  and  contesting  the  validity 
of  certain  extensive  annexations  of  outlying  territory  and  in- 
corporated villages  claimed  by  the  city  to  have  been  made  to 
it  under  the  authority  and  in  accordance  with  the  provisions 
of  the  act  of  the  16th  of  April,  1870,  to  prescribe  the  corporate 
limits  of  Cincinnati.    67  Ohio  L.  141. 

The  city,  by  plea,  set  out  the  statute,  and  relied  upon  it  for 
her  authority  in  annexing  the  territory  and  exercising  her  juris- 
diction over  it.  The  state  filed  a  reply,  to  which  the  city  de- 
murred, and  thereby  raised  the  legal  sufficiency  of  all  the  pre- 
ceding pleadings,  the  main  point  being  the  coiustitutionality  of 
the  act.    The  constitution,  article  xiii,  provides: 

''Sec.  1.  The  general  assembly  shaU  pass  no  special  act,  con- 
ferring corporate  powers.'' 

**Sec.  2.  Corporations  may  be  formed  under  general  laws, 
but  all  such  laws  may,  from  time  to  time,  be  altered  or  re- 
pealed.*' 

'*Sec.  6.  The  general  assembly  shall  provide  for  the  organ- 
ization of  cities  and  incorporated  villages  by  general  laws,  and 
restrict  their  power  of  taxation,  assessment,  borrowing  money, 
contracting  debts  and  loaning  their  credit  so  as  to  prevent  the 
abuse  of  such  power." 

In  looking  at  these  provisions  of  our  constitution— and  in- 
deed, in  looking  over  all  the  provisions  of  our  constitution  from 
beginning  to  end— it  will  be  seen  that  they  make  no  distinction 
as  respects  legislative  power  in  the  creation  of  them,  and  in  the 
conferring  of  powers  upon  them  between  any  classes  of  cor- 
porations proper.  They  make  no  distinction  between  private 
corporations  such  as  railroad,  manufacturing  or  mining  cor- 
porations or  the  like  and  public  municipal  corporations,  such 
as  cities  and  villages.  On  the  contrary,  and  as  if  to  preclude 
the  hypothesis  of  any  such  distinction,  the  sixth  section  of  the 
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thirteenth  article  assmnes  the  imperative  form  of  expression 
and  declares  that  **the  general  assembly  shM  provide  for  the 
organization  of  cities  and  incorporated  villages  by  general 
laws."  In  respect  to  corporations  proper,  whether  private  or 
municipal,  the  provisions  of  section  1,  article  xiii,  are  all  com- 
prehensive. ''The  general  assembly  shall  pass  no  special  act 
conferring  corporate  powers."  These  provisions  of  the  con- 
stitution are  as  imperative,  as  comprehensive  and  emphatic  as 
if  the  people,  speaking  through  their  constitution,  had  said: 
''The  bane  and  curse  of  our  legislation,  as  it  existed  under  the 
latitudinarian  provisions  of  the  constitution  of  1802,  is  in  fu- 
ture utterly  and  absolutely  prohibited.  Henceforth,  the  laws 
conferring  corporate  powers  shall  be  general,  affecting  or  liable 
to  affect  the  interests  of  the  constituency  of  every  individual 
member  of  the  general  assembly  and  so  by  powerful  motives 
calling  his  attention  to  the  effect  of  proposed  enactments  upon 
his  own  immediate  constituency  as  well  as  upon  the  people  of 
other  localities."  This  is  the  policy  and  intent  of  the  provi- 
sions of  the  constitution  above  quoted,  and  they  are  as  clearly 
apparent  as  if  they  had  been  expressed  in  so  many  words.  No 
one  who  has  read  the  proceedings  and  debates  of  the  conven- 
tion which  presented  to  the  people  of  Ohio  the  framework  of 
the  constitution  which  the  latter  by  their  votes  established  and 
adopted,  or  is  old  enough  to  remember  the  apprehensions  of 
evil  consequences  with  which  the  conferring  of  corporate  powers 
by  special  acts  were  regarded,  can  fail  to  see  that  it  was  one  of 
the  ends  and  aims  of  the  constitutional  convention  and  of  the 
people  who  adopted  the  framework  of  a  constitution  which 
that  convention  presented  for  their  adoption  or  rejection,  to 
cut  up  by  the  roots  at  once  and  forever,  all  capacity  of  the 
general  assembly  to  confer  by  special  act  any  powers  whatso- 
ever upon  any  corporate  body  whatsoever. 

At  one  time,  indeed,  an  attempt  was  made  to  escape  the 
effect  of  these  constitutional  restrictions  on  legislative  power, 
on  the  theory  that  the  phrase  "conferring  corporate  powers" 
meant  simply  the  conferring  of  corporate  existence— the  crea- 
iion  of  a  corporation,  so  that  if  corporations  were  only  created 
under  general  laws,  the  legislature  might  then  proceed  by  spe- 
cial acts  to  confer  upon  existing  corporations  as  many  and  as 
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varied  oowers  as  it  pleased.  Sucli  a  construction  would  leave 
a  door  wide  open  for  the  re-introduction  of  all  the  evils  of  spe- 
cial legislation  which  these  restrictions  and  mandatory  pro- 
visions of  the  constitution  were  obviously  designed  to  guard 
against  and  prevent.  Accordingly  such  a  construction  was  dis- 
tinctly repudiated  by  this  court  in  the  carefully  considered 
case  of  Atkinson  v.  The  Marietta,  etc.,  B.  Co.,  15  Ohio  St.  21. 
In  that  case  Banney^  J.,  delivering  the  opinion  of  the  court, 
and  referring  to  the  first  and  second  sections  of  the  thirteenth 
article  of  the  constitution  above  quoted,  says:  ''These  provi- 
sions of  the  con£rtitution  are  too  explicit  to  admit  of  the  least 
doubt  that  they  were  intende<2  to  disable  the  general  assembly 
from  either  creating  corporations  or  conferring  upon  them  cor- 
porate powers  by  special  acts  of  legislation.  It  was  intended  to 
correct  an  existing  evil,  and  to  inaugn^rate  the  policy  of  placing 
all  corporations  of  the  same  kind  upon  a  perfect  equality  as  to 
all  future  grants  of  power,  of  making  such  law  applicable  to  all 
parts  of  the  state,  and  thereby  securing  the  vigilance  and  atten- 
tion of  its  whole  representation,  and  finally,  of  making  all 
judicial  constructions  of  their  powers,  or  the  restrictions  im- 
posed upon  them,  equally  applicable  to  all  corporations  of  the 
same  class.  We  must  give  such  construction  to  the  constitu- 
tion as  will  preserve  its  leading  objects  intact." 
I  think  the  following  propositions  to  be  impregnable : 

1.  The  general  assembly  can  not,  by  a  special  act,  create 
a  corporation. 

2.  It  can  not,  by  special  act,  confer  additional  powers  upon 
corporations  already  existing. 

3.  In  the  purview  of  these  propositions  and  of  the  consti- 
tutional provisions  on  which  they  are  based,  there  is  no  dis- 
tinction between  private  and  municipal  corporations. 

Now  for  the  application  of  these  propositions  to  the  case  be- 
fore us.  The  act  of  the  general  assembly  under  which  the  cor- 
porate authorities  of  Cincinnati  proceeded  to  make  the  annexa- 
tions of  outside  territory  which  they  claimed  to  have  made  and 
consummated,  is  '*a  special  act.'*  It  does  not  purport  to  be 
otherwise.  Its  language  is:  ''Be  it  enacted  by  the  general  as- 
sembly of  the  state  of  Ohio,  that  the  corporate  limits  of  the 
city  of  Cincinnati  Ahall  b^  as  follows:    Commencing  at  the 
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motttli  of  the  Little  Miami  river,  thence  northeastwardly,"  etc. 
And  now  but  one  question  remains.  Does  this  special  act  as- 
sume to  confer  upon  the  corporation  of  the  city  of  Cincinnati 
additional  corporate  powers— powers  which,  as  a  municipal  cor- 
poration, she  did  not  previously  possess  f  The  answer  is  plain. 
It  does  assume  to  confer,  on  certain  prescribed  conditions,  the 
power  of  municipal  government,  the  power  of  police  regula- 
tion, the  power  of  judicial  jurisdiction,  and  the  powers  of  as- 
sessment and  taxation,  over  a  number  of  outlying  suburban  in- 
corporated villages,  and  of  other  territory  hitherto  subjected 
to  no  jurisdiction  except  such  as  belongs  to  the  township,  county 
and  state  organizations. 

A  majority  of  the  court  are  of  opinion  that  the  act  is  clearly 
in  contravention  of  the  restrictive  provisions  of  the  constitu- 
tion, and,  therefore,  of  no  binding  force  and  validity. 

And  here  I  might  properly  stop;  yet,  for  the  purpose  of  ex- 
eluding  a  possible  conclusion,  I  will,  on  my  own  individual  re- 
sponsibility, say  one  word  more.  It  may  be  asked.  Do  we  in- 
tend to  include  township  and  county  organizations  in  the  cate- 
gory with  mimicipal  and  other  corporations  proper  f  The 
question  is  not  involved  in  the  present  case,  and  so  it  is  not 
properly  before  us;  but,  if  it  were,  I  apprehend  the  answer  to 
it  would  readily  be  found  in  the  case  of  the  Commissioners  of 
Hamilton  County  v.  Mighels,  7  Ohio  St.  109,  where  it  is  held 
that  a  county  is  not  properly  a  corporation,  but  that  '*it  is  at 
most  but  a  local  organization,  which,  for  purposes  of  civil  ad- 
ministration, is  invested  with  a  few  functions  characteristic  of 
a  corporate  existence.'* 

Judgment  of  ousteb. 

SooTT,  Welch  and  Dat,  JJ.,  concurred. 

White,  J.,  did  not  concur. 
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The  Promoters^  Functions.* 

MAECHAND  v.  THE  LOAN  AND  PLEDGE  ASSOCIATION. 

26  La.  Ann.  389.    1874. 

Appeal  from  the  fifth  district,  parish  of  Orleans. 

Wylt,  J.  Plaintiff  sued  defendant  for  the  sum  of  $4,000 
for  services,  etc.,  as  alleged,  viz: 

**That,  as  a  preliminary  to  the  formation  of  said  corpora- 
tion, your  x>etitioner,  at  the  instance  of  the  stockholders  and 
members  thereof,  visited  the  cities  of  New  York,  Philadelphia 
and  Boston  for  the  purpose  of  acquainting  himself  with  the 
proper  formation  and  efficient  management  and  practical  oper- 
ation of  similar  institutions  in  said  cities,  and  that  in  order  to 
do  so  he  was  compelled  to  expend  for  his  traveling  expenses, 
for  consultation  with  counsel  and  for  obtaining  information 
considerable  sums  of  money,  and  that  he  is  entitled  to  be  paid 
for  the  value  of  his  time  and  services  expended  during  said 
visit,  which  consumed  some  eight  weeks,  and  that  said  expenses 
and  said  loss  of  time  and  services  amount  to  the  sum  of  $1,000. 

"That  petitioner  furnished  the  charter  for  said  corporation 
and  gave  zealous  and  efficient  aid  in  presenting  the  same  to 
the  legislature,  in  obtaining  subscribers  to  the  capital  stock 
thereof,  in  organizing  said  corporation,  in  putting  it  in  success- 
ful operation,  in  fitting  up  its  place  of  business,  in  the  pur- 
chase and  erection  of  fixtures  therefor,  and  in  the  performance 
of  its  business  and  management  of  its  affairs  for  one  month  after 
it  commenced  operations,  and  that  his  services  in  that  behalf 
are  well  worth  the  further  sum  of  $3,000.'* 

The  answer  is  a  general  denial,  and  the  averment  that  the 
association  is  not  liable  for  services  rendered  before  it  went  into 
operation  as  a  corporation. 

The  court  gave  judgment  for  the  plaintiff  for  $208.33,  the 
value  of  one  month's  service  as  president  in  organizing  the  com- 
pany.   From  this  judgment  plaintiff  appeals. 

We  see  no  error  in  the  judgment.  A  claim  for  money  ex- 
pended and  time  employed,  before  the  incorporation  of  the  Loan 


*8ee  Sec.  1217,  Vol.  9,  Gycl^)edla  of  Law. 


Digitized  by 


Google 


NICKUM  T.  BURCKHARDT.  117 

and  Pledge  Association,  can  not  be  regarded  as  a  debt  of  .the 
institution. 

How  the  defendant,  a  juridical  person,  incurred  a  debt  before 
its  existence  we  can  not  imagine. 

Besides,  it  is  shown  that  $1,000  of  the  plaintiff's  claim  was 
for  cash  advanced  to  S.  F.  Casanave  for  the  purpose  of  influ- 
encing legislation;  that  is,  bribing  the  legislature  to  pass  the 
act  incorporating  the  Loan  and  Pledge  Association. 

For  the  recovery  of  money  thus  expended  this  court  can  give 
no  relief.  The  guilty  suitor  mtist  be  left  where  his  immorality 
has  placed  him. 

Judgment  affibmed. 


NICKUM  V.  BURCKHARDT. 
30  Oregon  464,  60  Am.  8t.  822.    1897. 

Opinion  by  Mr.  Justice  Wolveeton. 

This  is  an  action  to  recover  for  assessments  levied  upon  un- 
paid capital  stock  of  a  private  corporation.  About  June  18, 
1893,  some  thirteen  persons,  among  whom  were  Guy  Posson, 
who  signed  for  two  shares;  J.  E.  Juston,^  for  four;  F.  C.  Barnes, 
for  ten;  and  H.  Pease,  for  three— subscribed  the  following 
agreement,  each  placing  opposite  his  name  the  number  of  shares 
presumably  intended  to  be  taken:  *'We,  the  undersigned,  each 
in  consideration  of  the  promise  of  the  other,  agree  to  subscribe 
for  and  take  the  number  of  shares  of  the  capital  stock  set  oppo- 
site our  respective  names  of  a  company  to  be  incorporated  for 
the  purpose  of  operating  a  fertilizer,  feeding  and  fattening 
stock  and  poultry,  and  if  obtainable,  collecting  and  disposing 
of  swill,  and  other  purposes  of  like  nature;  said  company  to 
be  incorporated  in  accordance  with  the  laws  of  the  state  of  Ore- 
gon, with  a  capital  stock  of  $15,000,  divided  into  150  shares  of 
the  value  of  $100  each."  There  were  seventy-eight  shares  sub- 
scribed for  upon  this  paper,  representing  $7,800.  On  the  7th 
day  of  October,  1893,  three  of  the  subscribers  executed,  duly  ac- 
knowledged, and  caused  to  be  filed  and  recorded  in  the  proper 
offices,  articles  of  incorporation,  incorporating  the  Oregon  Fer- 
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tilizing  Company  specifying  the  object  and  business  thereof  to 
be  ''to  transport  wood,  produce  and  garbage  and  to  cremate 
such  garbage,  or  to  use  the  same  for  feed  or  fertilizing  pur* 
poses."  A  little  later,  all  the  subscribers  to  said  instrument, 
except  the  four  above  named,  signed  with  others  the  following 
writing,  which  is  contained  in  a  minute  book  kept  for  the  pur- 
pose of  recording  the  proceedings  of  the  corporation  to  wit: 
**We,  the  undersigned,  hereby  subscribe  for  the  number  of 
shares  of  capital  stock  of  the  Oregon  Fertilizing  Company  set 
opposite  our  respective  names,  and  agree  to  pay  for  the  same 
at  such  time  or  times  as  may  be  ordered  by  the  board  of  direct- 
ors hereafter  to  be  elected."  Only  sixty-nine  shares  of  the  cap- 
ital stock  were  subscribed  for  upon  this  latter  instrument. 
Subsequently  all  the  subscribers  to  this  instrument,  together 
with  Posson  and  Juston,  signed  an  agreement  to  hold  the  first 
meeting  of  the  stockholders  on  October  14,  1893,  waiving  the 
thirty  days'  notice  required  by  law,  and  in  pursuance  thereof 
the  meeting  was  held,  all  said  signers  being  present,  either  in 
person  or  by  proxy,  but  no  others,  and  participated  in  the  elec- 
tion of  directors  and  other  business.  The  corporators  having 
certified  to  the  result  of  the  election,  the  directors  elected  took 
the  oath  of  ofiSce,  and  at  once  organized  by  electing  the  ofiScers 
of  the  board.  To  abate  the  action,  the  defendants  plead  that  the 
plaintiff  company  is  not  an  incorporation. 

It  was  urged  at  the  hearing  that  the  defendants  ought  to  be 
estopped  from  alleging  that  the  Oregon  Fertilizing  Company  is 
not  a  corporation  duly  incorporated  and  organized  in  all  re- 
spects as  contemplated  by  law,  inasmuch  as  they  are  subscribers 
or  purchasers  of  stock  subsequent  to  the  alleged  completed  or- 
ganization of  the  company;  that  having  dealt  with  the  company 
in  its  corporate  capacity,  and  having  entered  into  contractual 
relations  with  it,  they  have  recognized  its  existence  as  a  body 
corporate,  and  that  now,  when  sued  upon  their  obligation  to  it 
as  such  a  body,  they  should  not  be  permitted  to  deny  its  legal 
existence.  The  doctrine  here  contended  for  is  undoubtedly  well 
grounded  in  the  law,  but  it  can  not  be  invoked  .in  this  case  be- 
cause not  pleaded.  The  opportunity  was  afforded  for  setting 
up  the  supposed  estoppel  in  the  reply,  but  it  was  not  done^  and 
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it  is  now  too  late  to  assert  it  It  is  said  that  ''if  a  party  who  has 
an  opportunity  to  plead  an  estoppel  upon  which  he  relies  fails 
to  do  so,  but  goes  to  issue  on  the  f act,  he  thereby  waives  the 
estoppel,  puts  the  matter  at  large,  and  the  jury  may  disregard 
the  estoppel,  and  are  at  liberty  to  find  the  truth."  Note  to 
Tyler  v.  Hall,  106  Mo.  313,  27  Am,  St.  Rep.  337-346,  15  S.  W. 
319.  To  the  same  effect  are  Bruce  v.  Phoenix  Ins.  Co.,  24  Ore. 
486,  34  Pac.  16;  and  Bays  v.  Trulson,  25  Ore.  109,  46  Am.  & 
Eng.  Corp.  Cas.  386,  35  Pac.  26. 

This  question  disposed  of,  we  come  to  another,  more  complex 
in  its  nature,  and  that  is  whether  there  has  been  an  orgcmization 
of  the  plaintiff  corporation  under  and  in  pursuance  of  the 
general  statutes  providing  therefor.  The  regularity  of  the  exe- 
cution and  filing  of  the  articles  of  incorporation  is  conceded. 
The  persons  subscribing  the  articles  are  known  as  the  incor- 
porators, and  their  powers  and  duties  are  purely  statutory. 
They  may  open  books  and  receive  subscriptions  to  the  capital 
stock;  ''they  shall  give  notice  to  the  subscribers  to  meef  at 
such  time  and  place  as  they  may  designate  for  the  purpose  of 
electing  directors ;  they  shall  act  as  inspectors  at  the  first  meet- 
ing for  that  purpose,  certify  who  are  elected,  and  appoint  the 
time  and  place  of  their  first  meeting.  This  enumeration  com- 
prises the  substance  of  their  powers  (See  section  3222,  Hill's 
Code).  These  are  all  acts  necessary  to  and  in  furtherance  of 
the  completion  of  the  organization.  The  organization  is  com- 
pleted only  when  directors  have  been  elected,  and  they  have 
elected  a  president  and  secretary,  which  it  is  contemplated  they 
shall  do  at  their  first  meeting.  From  the  time  of  the  first  meet- 
ing of  the  directors,  that  is  to  say,  from  the  time  of  the  organiza- 
tion of  the  board,  **the  powers  vested  in  the  corporation  are 
exercised  by  them,  or  by  their  oflScers  or  agents  tmder  their 
direction"  (Hill's  Code,  sec.  3225),  thus  relieving  the  incorpor- 
ators of  further  duty  or  power  in  the  premises,  or,  rather,  their 
functions  then  cease,  because  their  duties  have  been  fulfilled 
and  their  powers  executed.  From  the  date  of  its  completed  or- 
ganization the  incorporation  may  begin  the  prosecution  of  its 
enterprise  or  business.  It  may  then  sue  and  be  sued,  contract 
and  be  contracted  with,  and  exercise  any  of  the  other  statutory 
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powers  incident  to  its  organization  and  the  enterprise,  bnsineas, 
pnrsnit  or  occupation  adopted.  The  corporation  may  elect  its 
board  of  directors  when  one-half  of  the  capital  stock  has  been 
subscribed.  Hill's  Code,  §  3222;  Fairview  B.  Co.  v.  Spillman, 
23  Ore.  587,  32  Pac.  688.  And  one  question  here  is,  whether 
one-half  of  the  capital  stock  had  been  subscribed  when  the  board 
was  elected. 

It  seems  to  be  supposed  that  in  order  to  constitute  a  person  a 
subscriber  to  the  capital  stock  of  a  corporation  he  must  have 
subscribed  to  the  stock  books  of  the  concern  after  its  articles  of 
incorporation  have  been  perfected  and  filed,  and  Coyote  Mining 
Co.  y.  Ruble,  8  Or.  284,  is  cited  as  authority.  Boise,  J.,  at  page 
294,  says,  in  effect,  that  to  put  a  person  in  the  position  of  a  sub- 
scriber to  the  capital  stock  it  must  be  shown  by  the  stock  book 
signed  by  him,  or  evidence  equivalent  to  such  signing.  This 
would  seem  to  support  the  proposition,  but  at  another  place 
(page  298)  he  says:  *'It  is  necessary  for  the  corporation  to 
prove  the  subscription  by  producing  the  subscription  signed  by 
Buble,  either  by  himself  or  by  another  for  him  with  his  author^ 
ity,  or  by  some  acts  of  his  which  are  equivalent  to  a  subscrip- 
tion." So  that  the  case  does  not  decide  either  the  primary  sub* 
scription  must  be  made  upon  the  stock  book,  or  that  it  shall  have 
been  made  subsequent  to  the  execution  of  the  articles  of  incor- 
poration. In  a  late  case  (Balfour  v.  Baker  City  Gas  Co.,  27 
Ore.  307,  41  Pac.  165),  Bean,  C.  J.,  speaking  for  this  court,  says: 
*'Prom  an  extended  examination  of  the  authorities  we  take  the 
law  to  be  that  when  the  proposed  corporation  is  formed  as  con- 
templated in  the  preliminary  subscription,  and  within  a  reason- 
able time  thereafter,  the  subscription,  unless  revoked  in  the 
mamier  authorized  by  law,  becomes  irrevocable,  the  subscriber 
becomes  a  shareholder,  and  liable  as  such  without  any  further 
act  on  his  part."  And  this  seems  to  be  so,  although  the  statute 
may  provide  for  the  opening  of  stock  books  by  designated  per- 
sons after  the  articles  are  filed.  Balfour  v.  Baker  City  Gas  Co., 
27  Ore.  307,  41  Pac  165;  1  Thompson  on  Corporations,  §§  1152, 
1166;  Buffalo  R.  Co.  v.  Gifford,  87  N.  T.  294.  Nor  is  the  dis- 
tinction taken  in  some  of  the  cases  between  a  present  subscrip- 
tion and  an  agreement  to  subscribe  to  the  stock  of  a  corporation 
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thereafter  to  be  created  thought  to  be  sound.  1  Cook  on  Stocks 
and  Stockholders,  §  75;  Knox  against  Ghildersburg  Land  Co., 
86  Ala.  180-184,  5  South.  578;  Athol  Music  Hall  Co.  v.  Carey, 
116  Mass.  471. 

Now,  it  appears  that  by  the  preliminary  subscription  seventy- 
eight  shares  of  the  capital  stock  were  signed  for,  three  more 
than  was  necessary  for  the  completion  of  the  organization  by  the 
election  of  directors.  Four  of  the  individuals  signing  this 
paper,  representing  nineteen  shares,  did  not  sign  the  later  agree- 
ment, to  which  sixty-nine  shares  only  were  subscribed.  All  those 
subscribing  the  latter  paper,  together  with  Guy  Posson  and  J. 
E.  Juston,  who  signed  the  preliminary  subscription,  signed  the 
consent  agreement,  for  holding  the  first  meeting,  and  partici- 
pated therein,  and  Juston  was  elected  a  director.  So  it  will  be 
seen  that  if  the  two  shares  of  Posson  and  the  four  of  Juston  are 
added  to  the  sixty-nine  shares  signed  to  the  second  paper,  one- 
half  of  the  capital  stock  was  represented  at  such  meeting.  But 
the  question  arises,  Were  they  subscribers  to  the  capital  stock? 
We  think  that,  having  signed  the  preliminary  subscription  and 
the  consent  agreement  for  the  first  meeting,  and  having  partic- 
ipated therein,  they  became  bound  in  that  capacity,  and  must  be 
so  considered.  They  certainly  are  estopped  by  their  acts  from 
denying  that  they  are  subscribers,  and,  this  being  so,  the  law 
requiring  a  subscription  of  one^half  of  the  capital  stock  before 
organization  was  substantially  complied  with. 

Incidental  to  this  question,  it  is  argued  that  the  purposes 
designated  in  the  articles  of  incorporation  do  not  correspond 
with  those  set  forth  in  the  preliminary  subscription,  and,  there- 
fore, that  Posson  and  Juston  can  not  be  held  to  be  subscribers. 
We  presume  that  ordinarily  a  material  departure  in  this  re- 
spect will  avoid  the  original  agreement,  but  in  this  case  the  per- 
sons named  have  construed  the  purposes  to  be  one  and  the  same 
by  participation  in  the  organization  under  the  articles  of  in- 
corporation, or,  rather,  to  speak  more  concisely,  they  have  as- 
sented to  the  departure,  if  such  it  may  be  termed.  Knox  v. 
Ghildersburg  Land  Co.,  86  Ala.  180,  5  So.  Rep.  578. 

Again  it  is  urged  that  if  the  primary  subscription  is  sufficient 
to  bind  the  subscribers  to  the  capital  stock  of  the  concern,  then 
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Barnes  and  Pease  not  being  present,  and  having  no  notice  of 
the  first  meeting,  and  not  having  waived  the  same  by  writing  or 
otherwise,  the  election  of  directors  was  irregular  and  void.  We 
are  not  to  be  understood  as  passing  upon  the  sufSciency  of  this 
paper  within  itself,  but  that,  considering  the  subscription 
thereto  of  Posson  and  Juston,  in  connection  with  their  subse- 
quent acts  they  were  properly  recognized  as  stockholders,  and 
hence,  that  one-half  of  the  capital  stock  was  represented  at  the 
organization  of  the  company.  The  fact  that  Barnes  and  Pease 
had  not  been  notified  of  the  meeting  cotild  not  furnish  grounds 
for  objection  by  those  subscribers  present  and  participating 
therein,  they  have  not  suffered  by  the  omission,  and  are  not  in 
a  position  to  object  as  to  others:  Schenectady  B.  Go.  v. 
Thatcher,  11  N.  Y.  102.  See,  also,  Handley  v.  Stutz,  139  U.  S. 
422,  11  Sup.  Ct.  530;  Morawetz  on  Private  Corporations,  §  399. 
Thus  we  have  an  organization  perfected  by  persons  bound  as 
subscribers,  and  representing  fully  one-half  of  the  capital  stock 
as  fixed  by  the  articles  of  incorporation,  and  all  bound  by  its 
proceedings.  We  think  the  organization  valid,  although  Barnes 
and  Pease  were  not  notified.  As  to  how  they  would  be  affected 
by  want  of  notice  it  is  not  for  us  to  determine  at  this  time ;  it  is 
sufficient  to  say  that  those  subscribers  participating  can  not 
object  on  that  account. 

The  defendants,  if  subscribers  to  the  capital  stock,  became 
such  after  the  organization,  and  the  want  of  notice  to  Barnes 
and  Pease  could  not  affect  them;  so  that  they  are  in  no  better 
position  to  object  to  the  regularity  of  the  organization  on  that 
account  than  those  participating  in  the  first  meeting.  The  re- 
sult is  that,  in  so  far  as  they  are  concerned,  the  company  was 
duly  incorporated,  and  this  result  is  reached,  not  because  they 
are  estopped  by  having  dealt  with  it,  but  because  it  was  legally 
oiganized  prior  to  their  subscription  to  the  capital  stock.  For 
the  purpose  of  estopping  the  plaintiff  from  asserting  its  due  and 
legal  organization,  it  is  alleged  in  the  answer  in  abatement  that 
plaintiff  had,  therefore,  instituted  an  action  in  a  justice's  court 
against  Ouy  Posson  for  assessments  made  by  the  company  upon 
his  alleged  subscription  to  the  capital  stock;  that  a  trial  was 
had  upon  the  sole  issue  whether  Posson  was  a  subseriber  at  the 
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date  of  the  attempted  orgaDization;  and  that  it  was  determined 
by  the  judgment  that  he  was  not.  It  is  claimed  that,  as  the  same 
question  is  necessarily  involved  in  determining  in  this  action 
whether  the  plaintiff  was  duly  organized,  the  plaintiff  is 
estopped  to  assert  its  truth,  the  judgment  having  gone  against 
him  in  the  justice's  court.  The  plea  is  argumentative,  and  avers 
in  effect  that,  as  the  judgment  in  the  justice's  court  estops  the 
plaintiff  to  now  assert  that  Posson  is  a  subscriber,  therefore  it 
can  not  be  affirmed  that  the  corporation  is  duly  organized. 
That  this  is  an  action  upon  a  different  cause  from  the  one 
against  Posson  can  not  be  gainsaid;  the  inquiry,  therefore,  to 
which  the  estoppel  is  pertinent  must  be  confined  to  the  point  or 
question  actually  determined  in  the  Posson  case.  Cromwell  v. 
County  of  Sac,  94  U.  S.  353.  Thus  far,  the  plea  is  apparently 
within  the  rule.  But  a  very  important  essential  to  the  estoppel 
is  wanting  in  that  this  cause  and  the  one  adjudicated  in  the 
justice's  court  are  not  between  the  same  parties  in  the  same 
right  or  capacity,  or  their  privies  claiming  under  them.  This 
objection  is  fatal  to  the  plea.  1  Freeman  on  Judgments,  §  252. 
The  judgment  of  the  court  below  must,  therefore,  be  reversed, 
and  the  cause  remanded  for  such  further  proceedings  as  may 
be  deemed  proper  not  inconsistent  with  this  opinion. 
Bevbbsed. 


The  Corporate  Charter* 

FLINT   AND   PENTONVIIiLB   PLANK-ROAD   v.   WOOD- 
HULL. 

25  mch.  99.    1872. 

CooLET,  J.  The  legislature  of  1848  passed  an  act  incorporat- 
ing the  Flint  and  Fentonville  Plank-road  Company,  with  power 
to  lay  out,  establish  and  construct  a  plank-road,  and  all  neces- 
sary buildings,  from  the  village  of  Flint  to  the  village  of  Fen- 
tonville.   The  act  was  to  remain  in  force  sixty  years  from  and 


*See  Sees.  1218-1220,  Vol.  9,  Cyclopedia  of  Law. 


Digitized  by 


Google 


124  CREATION  OF  OOEPORATIONa 

after  its  passage,  but  the  fourth  section  provided  that  ^'the  leg- 
islature miSay  at  any  time  alter,  amend,  or  repeal  this  act  by  a 
vote  of  two-thirds  of  each  branch  thereof;  but  such  alteration, 
amendment,  or  repeal  shall  not  be  made  within  thirty  years  of 
the  passage  of  this  act,  unless  it  shall  be  made  to  appear  to  the 
legislature  that  there  has  been  a  violation  by  the  company  of 
some  of  the  provisions  of  this  act/'  The  fifth  section  made  the 
general  plank-road  act  of  1848  a  part  of  this  special  charter. 
Laws  1848,  p.  404. 

The  corporators  appear  to  have  organized  under  their  charter, 
and  to  have  constructed  the  road  provided  for  by  it,  a  part  of 
which  they  now  keep  up  and  maintain.  In  1871,  the  legislature 
passed  an  act  to  repeal  this  charter.  This  act  is  very  brief,  has 
no  preamble,  contains  no  recitals,  and  simply  declares  that  the 
act  first  above  named  '*be  and  the  same  is  hereby  repealed.'' 
Sess.  L.  1871,  vol.  iii,  p.  167.  No  notice  was  given  to  the  com- 
pany or  to  any  of  its  officers,  of  the  intention  to  adopt  or  to  pro- 
pose any  such  repeal,  or  to  enter  upon  any  investigation  of  a 
violation  by  the  company  of  any  of  the  provisions  of  its  charter; 
neither  the  journals  of  the  legislature,  nor  the  files  or  records 
in  the  office  of  the  secretary  of  state,  show  that  any  investigation 
was  ever  had,  nor  is  it  claimed  or  suggested  that  there  is  evi- 
dence anywhere  that  any  tribunal,  legislative  or  judicial,  has 
passed  upon  the  question  of  such  a  violation,  and  adjudged  it  to 
have  taken  place,  unless  the  repealing  act  itself  affords  such  evi- 
dence. The  company  denies  the  validity  of  this  act,  and  the 
defendant,  having  treated  it  as  valid,  and  acted  upon  it  ad- 
versely to  their  interests,  an  issue  has  been  made,  which  is  now 
before  us  for  decision. 

It  is  not  disputed  on  the  part  of  the  defendant  that  the  char- 
ter  of  a  private  corporation  is  to  he  regarded  as  a  contract,  whose 
provisions  are  binding  upon  the  state,  and  can  not  be  set  etside 
at  the  unU  of  the  legislature.  Such  a  charter  is  a  law,  hut  it  is 
also  something  more  tha/n  a  law,  in  that  it  contains  siipalations 
which  are  terms  of  compact  between  the  state  as  the  one  parly, 
and  the  corporators  as  the  other,  which  neither  party  is  at  lA- 
erty  to  disregard  or  repudiate,  and  which  are  as  much  removed 
from  the  modifying  and  controUing  power  of  legislation  a$ 
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would  he  the  contracts  of  private  parties.  But  the  defendant 
insists  that  the  repealing  act  in  this  case  is  one  contemplated 
and  jnstified  by  the  contract  itself;  and  no  attempt  is  made  to 
defend  it,  except  upon  what  the  defendant  regards  as  a  just 
construction  of  the  original  charter.  The  positions  taken  by  the 
defendant  may  be  succinctly  stated  as  follows : 

1.  The  legislature  had  a  right  to  repeal  the  charter  whenever 
the  fact  should  be  made  to  appear  that  a  violation  of  the  charter 
had  taken  place. 

2.  The  inquiry  into  the  fact  of  violation  would  be  an  inquiry 
for  the  purpose  of  enabling  the  legislature  to  exercise  its  legiti- 
mate lowers,  and  would,  therefore,  be  legislative  in  character, 
and  might  be  entered  upon  in  any  manner  and  through  any 
channels  the  legislative  wisdom  might  devise  or  see  fit  to  employ, 
untrammeled  by  any  of  the  rules  which  govern  the  action  of 
judicial  tribunals. 

3.  The  repealing  act  is  not  only  of  itself  a  determination 
that  the  violation  of  charter  has  taken  place,  but  it  is  evidence, 
abo,  that  the  legislature  has  first  informed  itself  of  the  facts; 
and  no  court  or  other  authority  is  at  liberty  to  assume  that  it 
has  acted  improvidently  or  without  due  inquiry. 

4.  But,  although  all  presumptions  favor  the  legislative  ac- 
tion, it  is  conceded  that  the  parties  concerned  are  entitled  to  a 
judicial  investigation  afterwards,  and,  upon  an  issue  properly 
framed  for  that  purpose,  may  show  the  act  invalid  by  establish- 
ing the  fact  that  no  violation  of  the  charter  has  taken  place,  and 
that  the  legislature  must  have  acted  under  mistake  or  in  misap- 
prehension of  the  facts. 

The  first  of  these  positions  must  be  conceded.  The  right  of 
the  legislature  to  repeal,  when  it  was  properly  made  to  appear 
that  a  breach  of  the  charter  had  taken  place,  can  not  be  ques- 
tioned. 

The  second  will  be  equally  indisputable,  if  the  main  point 
be  established,  that  the  inquiry  to  determine  the  violation  of  the 
charter  is  legislative  in  character.  The  legislature  will  not  only 
choose  its  own  modes  of  collecting  information  to  guide  its  legis- 
lative discretion,  but  from  due  courtesy  to  a  co-ordinate  depart- 
ment of  the  government,  we  must  assume  that  those  methods 
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were  the  suitable  and  proper  ones^  and  that  they  led  to  correct 
results.  And  if  the  records  show  no  investigation,  we  must  still 
presume  the  proper  information  was  obtained ;  for  we  must  not 
suppose  the  legislature  to  have  acted  improperly,  unadvisedly, 
or  from  any  other  than  public  motives,  under  any  circum- 
stances, when  acting  within  the  limits  of  its  authority.  Balti- 
more V.  State,  15  Md.  376;  Lusher  v.  Scites,  4  W.  Va.  11;  People 
V.  Draper,  15  N.  Y.  545,  555;  Wright  v.  Defrees,  8  Ind.  302; 
Ex  Parte  McCardle,  7  Wall.  514;  Bradshaw  v.  Omalia,  1  Neb. 
16;  Humboldt  Co.  v.  Churchill  Co.  Com'rs,  6  Nev.  30. 

The  third  point  must  also  be  conceded  to  this  extent;  that 
the  legislative  act,  not  violative  of  any  constitutional  principle, 
must  be  its  own  sufScient  and  conclusive  evidence,  when  assailed, 
of  the  justice,  propriety,  and  policy  of  its  passage.  We  our- 
selves acted  upon  this  principle  in  People  v.  Mahaney,  13  Mich. 
484,  and  it  is  not  disputed  anywhere  so  far  ajs  we  are  aware. 

But  there  lies  at  the  basis  of  all  these  propositions  the  ques- 
tion whether  the  determination  that  the  charter  has  been  vio- 
lated is  in  truth  legislative  in  character.  The  defendant  afSrms 
that  it  is ;  the  plaintiff  insists  that  it  is  properly  and  essentially 
judicial.  This  point  decided  one  way,  disposes  of  the  case;  de- 
cided the  other,  it  is  followed  by  other  of  a  difficult  and  some- 
what delicate  nature,  which  would  necessarily  be  considered  be- 
fore a  conclusion  could  be  reached  on  the  merits. 

Now  it  must  be  conceded  that,  if  the  act  in  question  is  not 
judicial  in  character,  it  is  at  least  strikingly  analogous.  There 
is  a  question  which  is  or  may  be  disputed,  there  are  adverse 
parties,  there  are  private  interests  involved,  there  is  evidence 
to  be  received,  there  is  the  fact  to  be  found,  there  is  punishment 
to  be  inflicted,  there  is  a  forfeiture  to  be  enforced.  Legislative 
action  does  not  often,  to  say  the  least,  include  all  or  many  of 
these  elements.  It  may  affect  private  rights  incidentally,  but 
it  does  not  often  proceed  to  pass  directly  upon  the  controversies 
between  the  state  and  individuals.  In  some  cases  the  legislature 
has  judicial  power,  because  it  is  incident  and  essential  to  the 
discharge  of  legislative  functions.  Such  is  the  power  to  deter- 
mine upon  the  election  and  qualification  of  its  members  and  the 
powers  to  punish  for  contempt  of  its  authority.    In  these  cases 
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it  is  entitled  to  all  the  presumptions  which  support  the  action 
of  courts,  and  having  no  authority  set  over  it,  to  review  its  de- 
terminations, they  must  be  accepted  everywhere  as  correct  and 
conclusive.  People  v.  Mahaney,  13  Mich.  481;  Anderson  v. 
Dunn,  6  Wheat.  204;  Hiss  v.  Bartlett,  3  Gray  468;  Bumham  v. 
Morrissey,  14  Gray,  226;  State  v.  Matthews,  37  N.  H.  450;  State 
V.  Jarrett,  17  Md.  309;  Lamb  v.  Lynd,  44  Pa.  St.  336.  But 
every  judgment  must  have  something  preceding  it  to  put  the 
judicial  body  in  motion;  the  sentence,  by  any  authority  pro- 
nounced, however  august  or  powerful,  will  be  a  mere  idle  ful- 
mination  if  there  was  no  lis  mota  to  base  it  upon.  The  order  of 
a  l^islative  body  for  the  punishment  of  an  individual  would 
be  merely  idle  and  void,  unless  somewhere  in  the  record  there 
appeared  a  cause  alleged  which  subjected  him  to  its  jurisdiction 
for  such  punishment. 

It  is  conceded  in  the  present  case  that  the  fact  of  corporate 
abuse  was  to  be  found  before  the  charter  could  be  taken  away. 
The  repealing  act,  however,  is  only  a  sentence.  It  inflicts  the 
penalty  of  corporate  death,  without  in  any  way  declaring  or  in- 
timating, except  by  the  penalty,  that  the  corporation  has  been 
found  worthy  of  death.  It  is  precisely  such  an  act  as  might 
have  been  passed  had  the  legislative  power  been  unlimited  and 
untrammeled.  The  legislature  had  power  to  repeal  for  cause, 
and  was  prohibited  from  repealing  without  cause;  it  repeals, 
expressing  no  cause,  and  it  is  said  the  cause  must  be  inferred. 
Then  comes  what  is  to  have  the  effect  of  punishment,  though 
it  does  not  purport  to  be  such,  and  only  on  its  face  appears  to 
be  the  withdrawal  of  a  privilege ;  and  yet,  as  there  was  a  right 
assured  and  no  mere  privilege  to  be  withdrawn,  it  is  supposed, 
we  must  infer,  first,  that  a  punishment  was  designed,  and  then, 
from  the  punishm^ent  infer  the  guilt,  the  accusation,  the  trial, 
and  the  conviction.  Having  thus  assumed  the  conclusion  to  be- 
gin with,  we  must  next,  from  the  conclusion,  assume  that  the 
premises  existed  to  deduce  it  from.  This  is  certainly  much  more 
than  can  be  assumed  in  support  of  the  action  of  any  court.  In 
the  courts,  there  must  at  least  be  an  accusation  and  a  condemna- 
tion, before  there  can  be  the  infliction  of  any  penalty.  To 
infer  cause  where  none  is  assigned  in  the  taking  away  of  private 
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righto,  is  to  take  up  and  adopt  the  argoments  in  favor  of  the 
arbitrary  arrests  nnder  the  command  of  Charles  I.  His  war- 
rants assigned  no  cause,  and,  therefore,  it  was  argued  sufficient 
cause  must  be  presumed.  If  this  repealing  act  is  good  as  a  judg- 
ment of  abuse  of  corporate  privileges,  then  Sir  Nicholas  Hyde 
was  correct  in  holding  that  he  could  not  release  on  hahe<u  carpus 
the  parties  committed  to  prison  by  the  special  command  of  the 
king  for  refusing  to  submit  to  his  illegal  exactions.  The  king 
had  power  to  order  a  committal  for  cause;  no  cause  was  ex- 
pressed; therefore  a  sufficient  cause  was  to  be  assumed.  Dar- 
nel's Case,  3  State  Trials  1;  Broom's  Const.  L.,  162.  •  •  • 
Moreover,  there  is,  in  the  nature  of  the  case,  and  the  difference 
in  the  manner  in  which  legislative  and  judicial  functions  are 
performed,  reason  sufficient  to  demonstrate  the  impossibility  of 
a  proper  review  by  one  department  of  the  decisions  the  other  has 
made.  Legislators  have  a  right  to  act  upon  their  own  knowl- 
edge and  observation,  upon  hearsay,  upon  information  derived 
from  the  public  press,  upon  the  ex  parte  petitions  of  interested 
parties,  upon  anything,  in  short,  which  satisfies  their  judgment; 
and  public  opinion  is  one  of  the  most  important  facts  to  be  con- 
sidered in  determining  upon  the  propriety  or  advisability  of  a 
proposed  law.  Even  an  unreasonable  prejudice,  if  general  or 
widespread,  may  sometimes  very  properly  be  a  controlling  con- 
sideration when  the  case  is  such  that  to  the  enforcement  of  the 
law  a  strong  supporting  public  sentiment  would  be  a  necessity. 
But  these  are  things  the  courts  must  not  allow  to  influence  their 
action.  With  them  the  question  must  simply  be,  first,  what  is 
the  law ;  and  second,  what  are  the  facts ;  and  the  facts  they  must 
reach  through  inflexible  rules  of  evidence  laid  down  for  their 
guidance.  A  review  of  a  legislative  determination  by  the  courts 
would,  therefore,  not  only  be  highly  indecorous  and  objection- 
able, for  the  reasons  already  stated,  but  it  would  be  eminently 
improper  also,  for  the  further  reason,  that  it  could  not  possibly 
be  had  upon  the  same  evidence.  It  is  wholly  foreign  to  any 
proper  administration  of  law  or  justice,  that  the  decision  of  the 
proper  authority  upon  any  subject  should  be  liable  to  review 
by  another  tribunal,  which  in  such  review  is  shut  off  from  the 
sources  of  information  to  which  the  other  had  access.    So  far, 
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therefore,  from  the  different  ways  the  legidature  and  the  judic- 
iary have  of  reaching  the  facts  being  a  reason  why  the  latter 
should  give  parties  who  have  been  decided  against  by  the  former 
a  rehearing,  they  constitute  with  us  a  very  conclusive  reason 
for  holding  that  those  cases  in  which  there  is  a  hearing  to  be  had 
on  questions  of  private  right  and  private  property,  are,  and 
must  in  their  very  nature  be,  regarded  as  exclusively  of  judicial 
cognizance.    *    *    • 

We  are  constrained,  therefore,  from  all  these  considerations, 
to  say  that  the  determination  whether  a  corporation  has  violated 
its  charter  is  judicial  in  its  nature.  It  requires  the  action  of 
those  tribunals  which  must  hear  before  they  condeimi,  and  must 
proceed  upon  inquiry.  If  it  were  properly  legislative,  it  may 
be  that  the  legislature  must  be  presumed  to  have  given  a  hear- 
ing, but  the  fact,  as  we  have  seen  in  this  case,  is  otherwise,  and 
the  cases  in  which  presumptions  are  to  be  indulged  against  the 
facts  ought  not  to  be  multiplied.  It  is  sufficient  to  say  that,  in 
our  opinion,  the  case  is  one  in  which  the  party  is  entitled'  to  a 
trial  of  right  in  fact,  and  can  not  be  put  off  with  one  which  rests 
exclusively  in  a  presumption  of  law,  indulged  against  the  fact. 
The  violation  of  the  charter  can  not  be  legally  made  to  appear, 
except  on  trial  in  a  tribunal  whose  course  of  proceeding  is  de- 
vised for  the  determination  of  questions  of  this  nature. 

We  think  this  the  fair  construction  of  that  clause  of  the 
charter  which  is  in  question.  It  is  not  to  be  presumed  that  the 
legislature  designed  to  take  upon  itself  judicial  powers,  and  as 
the  act  does  not  necessarily  require  that  construction,  it  should 
not  be  givffli  it  We  must  suppose  that  an  inquiry  in  some 
-proper  form  was  contemplated  by  means  of  which  on  fair  trial 
it  should  be  made  to  appear  to  the  legislature  that  a  cause  ex- 
isted justifying  repeal.  Any  other  view  renders  the  stipulation 
worthless  as  a  protection,  but  this  view  protects  the  interests  of 
corporators,  and  at  the  same  time  enables  the  legislature  to 
exercise  its  power  of  taking  away  the  charter,  even  though  the 
violation  of  corporate  duty  might  not  be  of  that  serious  character 
which  would  seem  to  justify  declaring  a  forfeiture  on  judicial 
proceedings  instituted,  independent  of  this  clause.  The  repeal* 
ing  act,  it  must  be  assumed,  was  passed  through  inadvertence, 
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and  probably  under  the  impression  that  the  charter,  like  many 
others  in  this  state,  was  subject  to  repeal  in  the  legislative  dis- 
cretion. 

This  being  our  view,  it  follows  that  the  judgment  of  the  cir- 
circuit  court  must  be  reversed^  with  costs,  and  a  new  tbial 

GRANTED. 

Chbistianct,  Ch.  J.,  and  Campbell,  J.,  concurred. 
Graves,  J.,  did  not  sit  in  the  case. 


PERKINS  V.  SANDERS. 
56  Miss.  733.    1879. 

Oeobgb,  C.  J.  *  *  *  The  appellant  is  a  stockholder  in 
the  PerkinsviUe  Manufacturing  Company,  and  he  also  claims  to 
be  its  creditor;  and  by  his  bill  he  seeks  to  recover  from  the  other 
stockholders,  under  a  provision  of  the  charter  of  that  company, 
hereinafter  to  be  set  out,  the  amount  of  his  debt.  This  bill  is 
filed  also  in  behalf  of  all  of  the  creditors  of  the  company,  and  is 
against  all  the  stockholders.  The  company  itself  is  not  made  a 
party,  which  would  have  been  the  regular  course  in  a  bill  of  this 
character  (a  creditor's  bill),  since  it  is  not  clear,  from  the  alle- 
gations of  the  bill,  that  the  company  is  either  dissolved  or  en- 
tirely without  assets. 

The  main  point  raised  by  the  demurrer  denied  the  right  of 
the  complainant,  upon  the  ground  that  he  was  not  a  cred- 
itor of  the  company,  because  he  did  not  show  in  his  bill 
that  the  company  was  sufficiently  organized  under  its  charter 
to  make  the  contract  sued  on,  at  the  time  it  was  made.  This 
position  is  founded  on  the  second  section  of  the  charter  (Seas. 
Laws  1870,  p.  194),  which  provides  ''that  the  capital  stock  of 
the  said  company  shall  amount  to  $60,000,  and  may  be  increased, 
at  the  option  of  the  stockholders,  to  $500,000,  and  that  it  shall 
be  divided  into  shares  of  $100  each.'* 

The  obligation  sued  on  is  dated  in  September,  1872,  and  is 
signed  by  the  president  and  secretary  of  the  company.  The 
authority  shown  for  the  action  of  these  officers,  is  a  resolution 
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and  a  by-law  passed  by  the  stockholders^  dated  in  December, 
1871. 

The  bill  alleges  that  $60,000  of  stoek  was  subscribed  before 
the  execution  of  this  obligation,  but  it  does  not  aver  that  this 
subscription  was  made  before  the  date  of  the  resolution  and  by- 
law, which  constitute  the  authority  for  making  the  contract. 
The  chancellor  sustained  the  objection,  but  in  this  we  are  unable 
to  agree  with  him. 

It  will  be  here  noticed  that  this  is  not  a  bill  by  a  creditor  to  col- 
lect the  unpaid  balance  of  stock  due  by  a  stockholder  to  the  com- 
pany, as  was  the  case  of  Vick  v.  Lane,  but  a  suit  to  enforce  a  per- 
sonal liability  of  the  stockholders  for  all  the  debts  of  the  company. 
So  that  the  only  points  to  be  decided  are,  first,  whether  the  obli- 
gation which  the  complainant  sued  on  is  a  valid  debt  of  the 
company;  and,  second,  whether  the  circumstances  exist  which, 
under  the  provisions  of  the  charter,  make  the  stockholders  liable 
for  the  debts  of  the  company.  It  is,  therefore,  wholly  immaterial 
whether  the  stockholders  were  liable  to  assessments  on  their 
stock,  in  virtue  of  the  failure  of  the  subscriptions  to  amount  to 
$60,000,  except  so  far  as  such  failure  may,  in  law,  be  an  obstacle 
to  the  due  organization  of  the  company,  and  the  creation  by  it 
of  the  debt  sought  to  be  enforced. 

In  charters  which  are  mere  propositions  for  the  organization 
of  a  corporation,  and  which  require  certain  acts  to  be  performed 
precedent  to  the  existence  of  the  corporation,  no  corporation 
can  exist,  and  of  course,  no  corporate  act  can  be  performed  till 
these  conditions  have  been  complied  with.  In  all  such  cases, 
where  a  certain  amount  is  named  in  the  charter  as  necessary  to 
be  subscribed  as  the  capital  stock  of  the  company,  such  subscrip- 
tion is  regarded  as  a  condition  precedent  to  the  existence  of  the 
corporation,  unless  otherwise  provided  in  the  charter.  Per- 
sons, therefore,  who  subscribe  for  stock  under  such  a  charter 
have  a  right  to  assume  that  they  will  not  be  called  upon  to  pay 
until  the  amount  named  in  the  charter  shall  be  subscribed,  and, 
accordingly,  in  that  class  of  charters  it  has  been  held  that  sub- 
scribers for  the  stock  are  not  liable  to  assessments  on  their  stock 
until  the  full  amount  of  the  subscription  has  been  made.  But 
this  rule  does  not  apply  if  there  be  anything  in  the  charter 
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which  shows  a  right  in  the  corporation  to  make  the  assessments 
before  the  full  amount  of  the  stock  is  subscribed,  as  was  decided 
in  Selma  and  Marion  Railroad  Company  v.  Anderson,  51  Miss. 
829. 

The  charter  of  this  company  is  not  of  that  character.  By  the 
first  section  of  it,  it  is  provided  that  the  twenty-one  persons 
name  and  style  of  the  Perkinsville  Manufacturing  Company,*' 
associated  with  them  and  their  successors  and  assigns,  be,  and 
they  are  hereby,  created  a  body  politic  and  corporate  under  the 
nam  eand  style  of  the  Perkinsville  Manufacturing  Company,'* 
etc.  This  was  no  proposition  to  create  a  corporation  upon  the 
performance  of  precedent  conditions,  but  it  was  itself  the  crea- 
tion of  a  corporation,  requiring  no  other  act  to  be  performed 
by  the  corporators  than  their  aceptance  of  the  charter,  and  this 
even  was  unnecessary,  if,  as  it  is  probable,  the  corporators  had 
applied  for  the  grant  of  the  charter,  and  thus  accepted  it  in 
advance.  Action  under  the  charter  would  be  an  acceptance  of 
it,  and  hence,  there  never  could  be  any  question  as  to  the  exist- 
ence and  due  organization  of  the  corporation,  when  determining 
upon  the  validity  of  a  corporate  act  done  within  its  charter 
powers,  for  the  performance  of  the  act  itself  would  be  an  ac- 
ceptance of  the  charter. 

The  distinction  between  the  two  classes  of  charters  is  thus 
seen  to  be,  that  in  the  first-class  the  charter  is  a  mere  permission 
on  the  part  of  the  legislature  for  the  formation  of  a  corporation, 
upon  the  doing  of  certain  acts  prescribed  in  the  charter  as 
precedent  conditions,  and,  as  a  necessary  result,  no  corporate 
act  can  be  done  until  these  conditions  have  been  performed,  ex- 
cept such  as  may  be  expressly  permitted  by  the  charter;  and  as 
to  those  acts,  it  would  be  considered  that  the  corporation  had  an 
existence  before  its  full  investiture  with  its  corporate  franchises. 
In  the  latter  class,  in  which  is  this  company,  the  corporation  is 
in  existence,  for  all  the  purposes  of  its  creation,  from  the  begin- 
ning, except  so  far  as  there  may  be  restraints  placed  on  it  by  the 
charter,  either  expressly  or  by  plain  implication. 

As  the  bill  alleges  that  the  $60,000  of  stock  was  subscribed 
before  the  execution  of  the  obligation  sued  on,  it  is  unnecessary 
for  us  to  decide  whether  the  charter  so  far  restricts  the  power 
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of  the  corporation  to  make  contracts  witliin  the  scope  and  pur- 
pose for  which  the  charter  was  granted,  as  to  prohibit  the  mak- 
ing of  this  contract  until  such  subscription  is  made.  But  it  is 
insisted  that  the  corporation  could  not  elect  a  president  or  a 
board  of  directors,  nor  confer  the  power  on  them,  when  elected, 
to  make  contracts  until  after  the  subscription  of  $60,000  of 
stock  should  be  made,  and  for  this  reason  it  is  urged  that  the 
obligation  sued  on,  and  which  was  made  by  the  president  and 
secretary  on  behalf  of  the  company,  should  be  held  as  made 
without  the  proper  authority  of  the  corporation. 

We  do  not  consider  the  position  a  sound  one.  There  is  no  re- 
striction in  the  charter  upon  the  exercise,  by  the  corporation, 
from  the  moment  of  its  creation,  of  any  of  its  corporate  powers, 
unless  it  can  be  implied  from  the  terms  of  the  second  section, 
fixing  the  amount  of  the  capital  stock,  as  hereinbefore  quoted. 

It  has  been  seen  that  the  subscription  of  the  prescribed  amount 
of  capital  stock  is  not  a  precedent  condition  to  the  organization 
of  the  corporation,— that  the  corporation  was  created  by  the 
very  terms  of  the  charter,  eo  instanti  with  its  acceptance  by  the 
corporators.  The  charter  does  not  prescribe  how  nor  when  the 
subscription  is  to  be  made,  nor  the  time  at  which  the  subscription 
is  to  be  made  payable,  nor  does  it  attach  any  disability  to  the 
corporation  prior  to  the  subscription.  It  makes  no  provision  as 
to  how  the  stock  shall  be  divided  among  the  corporators  named, 
nor  as  to  the  terms  on  which  new  corporators  should  be  admit- 
ted. All  these  were  necessarily  left  to  the  discretion  of  the  cor- 
poration, and  the  power  to  regulate  those  matters  was  also 
expressly  granted  to  the  corporation  as  it  was  created  by  the 
charter,  by  the  provision  contained  in  the  first  section  of  that 
instrument,  that  the  corporation  might,  ''make  all  by-laws,  rules 
and  regulations  for  the  management  of  its  business,  property 
and  effects,  and  the  transfer  of  its  stock,  as  to  them  may  seem 
best." 
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THE  ESTATE,  EX  EEL.,  ▼.  DAWSON. 
16  Ind.  40.    1861. 

Appeal  from  the  Clark  circuit  court. 

Perkins^  J.  Information  against  the  defendants,  ehai^g 
that  they  are  pretending  to  be  a  corporation,  and  to  act  as  such, 
when  they  are  not  a  corporation.  It  charges  that  in  January ^ 
1849,  the  legislature  of  the  state  of  Indiana  enacted  a  special 
charter  of  incorporation  (which  is  set  out  at  length)  for  a  rail- 
road from  Fart  Wayne,  Indiana,  to  JeffersonvUle,  to  be  called 
the  Fort  Wayne  and  Southern  BaUroad;  that  the  persons  named 
in  the  charter  as  directors  did  not  accept  said  charter  till  June 
2,  1852,  when  they  did  meet  and  accept  the  same,  and  organized 
under  it.  It  is  alleged  that  the  defendants  are  assuming  to  act 
under  said  charter,  never  having  organized  under  any  other. 
The  court  below  sustained  a  demurrer  to  the  information,  thus 
holding  the  defendants  to  be  a  legal  corporation. 

The  present  constitution  of  Indiana  took  effect  on  November 
1,  1851.    It  contains  these  provisions: 

''AH  laws  Qow  in  force,  and  not  inconsistent  with  this  consti- 
tution, shall  remain  in  force,  until  they  shall  expire  or  be  re- 
pealed."   Sched.  (1  sub.  sec.)  of  Constitution. 

''Corporations,  other  than  banking,  shall  not  be  created  by 
special  act,  but  may  be  formed  under  general  laws.''  Art  xi, 
§13. 

"All  acts  of  incorporation  for  municipal  purposes  shall  con- 
tinue in  force  under  this  constitution,  xmtil  such  time  as  the 
general  assembly  shall,  in  its  discretion,  modify  or  repeal  the 
same.''    Sched.,  supra,  sub.  §  4. 

The  charter  for  the  Fort  Wayne  and  Southern  Railroad  was 
not  a  charter  for  municipal  purposes,  and  hence  was  not 
specially  continued  in  existence.  Article  11,  §  13,  above  quoted, 
prohibits  the  creation  of  a  corporation  by  special  act  or  charter, 
that  is,  as  we  construe  the  prohibition,  through  or  by  virtue  of, 
such  special  act  or  charter,  after  November  1,  1851.  The  policy 
that  induced  the  prohibition,  as  well  as  its  literal  import,  de- 
mands this  construction.     It  is  necenary  for  us  to  ascertain. 
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then,  when  the  defendants,  if  ever,  were  created  a  corporation. 
The  simple  enactment  of  the  charter  for  the  corporation  by  the 
legislature,  did  not  create  the  corporation.  It  required  one  act 
on  the  part  of  the  persons  named  in  the  charter  to  do  that,  viz.  : 
acceptance  of  the  charter  enacted. 

Says  Grant  in  his  work  on  corporations,  vide,  p.  13,  **Nor  can 
a  charter  be  forced  on  any  body  of  persons  who  do  not  choose 
to  accept  if  And  again  at  p.  18,  he  says,  "The  fundamental 
rule  is  this:  no  charter  of  incorporation  is  of  any  effect  until 
it  IS  accepted  by  a  majority  of  the  grantees,  or  persons  who  are 
to  be  the  corporators  under  it.  Bagge's  case,  2  Brownl.  &  G. 
100,  8.  c«  1  Boll,  Bep.  244;  Dr.  Askew's  case,  4  Burr,  2200; 
Butter  V.  Chapman,  8  M.  &  W.  25 ;  per  Wilmot,  J.,  Bex  v.  Vice- 
Chancellor  of  Cambridge,  3  Burr,  1661.  This  is  analogous  to 
the  general  rule  that  a  man  can  not  be  obliged  to  accept  the 
grant  or  devise  of  an  estate.  Townson  v.  Tickell,  3  B.  &  Aid. 
31."  See,  also,  Ang.  &  Am.,  §  83,  where  it  is  said,  if  a  charter 
is  granted  to  those  who  do  not  apply  for  it,  the  grant  is  said  to 
be  in  fieri  till  acceptance.  We  need  not  inquire  whether  this 
rule  extends  to  municipal  corporations  in  this  country.  As  to 
what  may  constitute  an  acceptance  we  are  not  here  called  on  to 
decide,  as  the  information  expressly  shows  that  there  was  none 
in  this  case  till  June,  1852,  which  fact  is  admitted  by  the  de- 
murrer. 

The  grant  of  the  charter  in  question,  then,  to  those  who  had 
not  applied  for  it,  was  but  an  offer,  on  the  part  of  the  state ;  a 
consent  that  the  persons  named  in  the  charter  might  become  a 
corporation  might  be  created  such  an  artificial  being  by  accept- 
ing  the  charter  offered.  But  an  offer,  till  accepted,  may  be  with- 
drawn. In  this  case,  the  offer  made  by  the  state  in  1849  was 
withdrawn  by  the  state  November  1,  1851,  by  them  declaring 
that  no  corporation,  after  that  date,  should  be  created  except 
pursuant  to  regulations  which  she,  in  future,  through  her  legis- 
lature would  prescribe. 

This  pretended  corporation,  then,  was  not  created  before 
November  1,  1851,  and  it  could  be  created  afterward  only  by 
the  concurrent  consent  of  the  state  and  the  corporators.  But, 
at  that  date,  the  constitution  prohibited  both  the  state  and  cor* 
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poratora  from  giving  consent  to  such  a  corporation,  to  wit :  One 
coming  into  existence  through  a  special  charter;  and  hence 
necessarily  prohibited  the  creation  thereof.  This  decision  ac- 
cords with  that  of  the  supreme  court  of  the  United  States  in 
AspinwaU  v.  Daviess  County,  22  How.,  p.  364,  where  it  was  held 
that  the  new  constitution  prohibited  a  subscription  of  stock  to 
the  Ohio  and  Mississippi  Railroad  Company,  authorized  by  the 
charter  of  the  corporation,  granted  under  the  former  constitu- 
tion and  actually  voted  by  the  people  of  the  county  under  that 
constitution. 

Whether,  as  a  matter  of  f  act,  the  charter  in  this  case  was  ac- 
cepted under  the  old  constitution,  must  be  determined  on  a  trial 
of  the  cause  below. 

Had  the  provision  in  our  constitution,  like  that  on  this  sub- 
ject in  the  constitution  of  Ohio,  ordained  that  the  legislature 
should  ''pass  no  special  act  conferring  i)owers,"  the  restraint 
would  clearly  have  been  imposed  alone  upon  future  legislative 
action ;  but,  in  our  constitution,  the  restraint  is  plainly  imposed 
upon  the  creation,  the  organization  of  the  corporation  itself. 
See  The  State  v.  Boosa,  11  Ohio  St.  Bep.  16. 

Per  Cwriam.— The  judgment  is  reversed  with  costs.  Cause  re- 
manded for  further  proceedings  in  accordance  with  this  opinion. 


The  Association—Forms  of  Association  Contracts.* 

NULTON  V,  CLAYTON. 

54  Iowa  425,  37  Am.  Bep.  213.    1880. 

Action  to  recover  upon  an  alleged  subscription  to  the  stock 
of  a  banking  corporation.  The  question  arises  upon  demurrer  to 
the  petition,  the  defendant  claiming  that  the  petition  does  not 
show  that  the  defendant  becanie  a  subscriber  to  the  stock  in 
such  sense  that  he  became  obligated  to  take  and  pay  for  it.  The 
corporation  is  the  Farmers*  and  Merchants'  Bank  of  Bloomfield. 
The  plaintiflf  is  the  assignee  of  the  corporation.     The  petition 


•See  Sec.  1221  et  seq.,  Vol.  9,  Cyclopedia  of  Law. 
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avers  that  the  capital  stock  was  divided  into  shares  of  $100  each, 
and  that  the  defendant  subscribed  for  ten  shares.  As  constitut- 
ing the  subscription,  the  plaintiff  sets  out  as  an  exhibit  to  his 
petition  a  certain  written  statement,  and  the  articles  of  incor- 
poration, both  purporting  to  be  subscribed  by  the  defendant. 
The  statement  is  in  these  words: 

'*We,  the  undersigned,  having  associated  ourselves  together  for 
the  purpose  of  organizing  a  banking  association,  and  transacting 
the  business  of  banking  under  chapter  52,  of  the  revision  of  1860, 
do  declare  and  state  as  follows : 

*^  First.  The  name  and  title  of  the  association  shall  be  The 
Farmers'  and  Merchants'  Bank  of  Bloomfield,  Iowa. 

*' Second.  The  authorized  capital  of  said  Farmers'  and  Mer- 
chants' Bank  of  Bloomfield,  Iowa,  shall  be  $150,000,  which  shall 
be  divided  into  shares  of  $100  each. 

**  Third.  The  name  and  residence  of  the  stockholders  of  this 
association,  with  the  number  of  shares  held  by  each,  are  as 
follows: 

''J.  W.  Clayton, 10  shares." 

The  essential  part  of  the  articles  of  incorporation  is  in  these 
words: 

*' Eighth.  Fifty  per  cent,  of  all  the  stock  subscribed  for  thif 
association  before  it  commences  business  shall  be  paid  in  at  the 
time  of  commencing  business,  and  the  balance  so  subscribed  shall 
be  paid  at  such  times  and  in  such  installments  as  the  board  of 
directors  may  prescribe." 

The  petition  avers  that  the  directors  have  called  for  fall  pay- 
ment of  all  the  stock  subscribed. 

To  the  petition  so  showing  the  defendant  demurred.  The 
court  sustained  the  demurrer.  Judgment  having  been  rendered 
for  the  defendant,  the  plaintiff  appeals. 

Adams,  Ch.  J.  The  action  is  brought  to  recover  one-half  of  the 
amount  of  the  alleged  subscription,  the  other  half  having  already 
been  paid.  The  defendant  insists  that  it  is  not  shown  that  he 
contracted  to  pay  any  sum  whatever.  The  defendant  did  not  be- 
come a  stockholder  by  subscribing  the  articles  of  incorporation. 
If  he  became  such  he  did  so  by  subscribing  what  we  have  denom- 
inated the  statement.  The  more  important  portion  of  it  is  the 
third  division.  That  is  a  declaration  purporting  to  be  made  by 
the  associated  persons  showing  each  his  respective  interest  in  the 
oorporcvito.    Is  it  a  subscription  to  stock  f    If  so,  the  defendant 
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is  liable  to  pay  for  the  number  of  shares  set  opposite  his  name, 
without  a  promise  to  do  so  in  so  many  words.  This  has  been 
held  repeatedly. 

In  Spears  v.  Crawford,  14  Wend.  20,  28  Am.  Dec.  513,  the 
writing  subscribed  was  in  these  words : 

''We,  the  subscribers,  do  hereby  severally  agree  to  take  the 
shares  by  us  subscribed  in  the  Harlem  Canal  Company."  A 
certain  number  of  shares  was  set  opx>06ite  the  name  of  each 
subscriber.  The  question  presented  was  whether  the  mere 
agreement  to  take  shares  rendered  the  defendant  liable  to  pay 
for  them.    The  court  held  that  it  did. 

In  Hartford  &  New  Haven  B.  Co.  v.  Kennedy,  12  Conn.  500, 
the  word  ** subscriber'*  was  used  in  what  was  claimed  to  be  the 
subscription  to  stock.  It  was  held  that  the  subscriber  was  liable 
to  pay  for  the  stock,  without  a  promise  to  do  so  in  so  many 
words.  The  court  said:  **It  is  true  a  promise  to  pay  in  pre- 
cise terms  does  not  appear  to  have  been  made.  The  defendant 
has  not  affixed  his  signature  to  an  instrument  which  contains 
the  words,  *I  promise  to  pay,'  but  he  has  done  an  equivalent 
act.  He  has  contracted  with  the  plaintiff  to  become  a  member 
of  the  corporation,  and  to  be  interested  in  its  stock." 

In  Rensselaer  &  W.  Plank  Road  Co.  v.  Barton,  16  N.  T.  460, 
the  court  said:  ** Whatever  may  be  the  form  or  language  of  a 
subscription  to  the  stock  of  an  incorporated  company,  any  -pet- 
son,  who  in  any  manner  becomes  a  subscriber  for,  or  engages  to 
take  any  portion  of,  the  stock  of  such  company,  thereby  assumes 
to  pay  according  to  the  conditions  of  the  charter."  See,  also, 
Small  V.  Herkimer  Manufacturing  and  Hydraulic  Co.,  2  Comst. 
335;  Dayton  v.  Borst,  31  N.  T.  437;  Hartford  &  New  Haven 
R.  Co.  V.  Croswell,  5  Hill  384;  Waukon  &  Mississippi  B.  Co. 
V.  Dwyer,  49  Iowa  121. 

Probably  the  defendant  would  not  deny  that  where  there  is 
a  valid  subscription  to  stock,  or  written  agreement  to  take  stock, 
there  arises  upon  such  subscription  or  agreement  an  obligation 
to  pay  for  it.  But  the  defendant  insists  that  the  writing  in 
this  case,  whatever  it  may  be  called,  falls  short  of  being  a  sub- 
scription to  stock,  or  agreement  to  take  stock. 

It  declared  that  'Hhe  number  of  shares  held  by  eenk  are  as 
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follows:''  Then  follow  names  and  amounts.  The  averment  of 
the  position  in  substance  is  that  the  defendant  by  his  contract 
subscribed  for  ten  shares.  By  this  we  understand  that  the  writ- 
iag  was  signed  by  the  defendant.  The  association  purports  to 
be  incorporated  under  the  general  incorporation  law.  What 
purpose  such  a  written  declaration  by  the  associated  persons  could 
have  if  they  were  not  thereby  to  become  subscribers^  each  for  the 
amount  set  opposite  his  name,  we  are  unable  to  conceive.  It  is 
suggested  that  the  written  declaration  was,  perhaps,  designed 
as  a  written  admission  of  a  previous  subscription,  hut  we  see  no 
reason  for  a  formal  written  admission  of  what  must  have  been 
already  in  writing  if  there  was  a  subscription  to  be  admitted.  It 
appears  to  us  far  m/>re  probable  that  the  declaration  was  de* 
signed  as  a  subscription.  Now  it  matters  not  how  informal  the 
writing  may  be,  if  the  intent  of  the  parties  can  be  collected 
from  it.  What  the  intent  was  in  this  case  toe  ha/ve  no  reason- 
able doubt.  The  parties  intended  to  adopt  articles  of  incorpora- 
tion, and  become  subscribers  to  the  stock  thereunder.  If  they 
did  they  became  obligated  to  pay  in  accordance  with  the  eighth 
article  to  which  they  made  themselves  parties. 

Suppose  a  creditor  of  the  association  had  brought  an  action 
upon  his  claim  against  the  defendant,  alleging  that  he  is  a  part- 
ner. We  think  that  the  defendant  might,  and  would,  have  set 
up  the  incorporation  and  sought  shelter  beneath  it.  There  is 
no  doubt  that  he  in  good  faith  attempted  to  become  a  member 
and  limit  his  liability  by  the  exemption  provided.  If  he  could 
have  escaped  liability  as  a  partner  by  setting  up  the  incorpora- 
tion and  his  membership,  he  can  not  escape  the  limited  liability 
incident  to  such  membership. 

We  think  that  the  dsmureeb  was  impbopebly  sustained. 

Bbvebsbd. 
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COPPAGE,  RECEIVEE,  v.  HUTTON. 
124  Indiana  401,  7  L.  B.  A.  591.    1890. 

From  the  Montgomery  circuit  court. 

Eluott,  J.  The  appellant  sueB  as  the  receiver  of  an  in- 
solvent corporation,  and  seeks  to  recover  a  subscription  which 
he  alleges  the  appellee  made  to  the  capital  stock  of  the  corpora- 
tion. It  is  alleged  that  the  appellee,  with  others,  signed  articles 
of  association,  and  that  he  agreed  to  take  two  shares  of  the  capi- 
tal stock,  and  pay  therefor  $100.  The  introductory  clause  of 
the  articles  of  association  reads  thus:  ^'We,  the  undersigned, 
agree  to  take  the  stock  in  the  amount  set  opposite  our  names  in 
a  company  to  be  organized  for  manufacturing  and  selling  the 
Williamson  Straw  Stacker.''  There  were  eighty-three  signers, 
and  seven  of  them  acknowledged  the  execution  of  the  articles 
of  association  before  a  notary  public,  and  the  instrument  was 
duly  recorded.  It  is  also  alleged  that  $8,000  of  stock  was  sub- 
scribed, that  the  company  was  duly  organized  and  a  board  of 
directors  elected. 

There  can  be  no  doubt  under  the  authorities  that  a  valid  sub- 
scription to  the  capital  stock  of  a  corporation  may  be  made  by 
signing  the  preliminary  articles.  Such  a  subscription  becomes 
enf orcible  upon  the  perfection  of  the  corporate  organization  ac- 
cording to  the  law  under  articles  of  association.  Miller  v.  Wild 
Cat  G.  R.  Co.,  52  Ind.  51;  Nulton  v.  Clayton,  54  Iowa  425; 
Phoenix,  etc.,  Co.  v.  Badger,  67  N.  Y.  294;  Cravens  v.  Eagle,  etc., 
MiUs  Co.,  120  Ind.  6.  If  the  promise  of  the  appellee  is  not 
binding  it  must  be  for  some  other  reason  than  that  it  was  made 
before  the  organization  of  the  corporation  was  fully  effected. 

The  statute  requires  that  the  persons  who  desire  to  organize 
a  corporation  shall  "make,  sign  and  acknowledge,  before  some 
officer  capable  to  take  acknowledgment  of  deeds,  a  certificate  in 
writing,"  setting  forth  therein  certain  enumerated  things.  Sec- 
tion 3851,  B.  S.  1881.  The  contention  of  the  appellee  is  that  the 
promise  is  not  effective,  because  the  complaint  shows  that  only 
seven  of  the  eighty-three  signers  acknowledged  the  certificate. 
It  seems  quite  clear,  under  the  decision  of  this  court  in  Indian- 
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apolis,  etc.,  Mining  Co.  v.  Herkimer,  46  Ind  142,  that  the  mere 
signing  of  the  paper  was  not  sufficient  to  complete  the  obliga- 
tion, and  that,  in  order  to  make  valid  and  effective  articles  of 
association  against  all  who  sign,  all  must  acknowledge  them  as 
the  statute  requires.  Here  it  affirmatively  appears  that  seven 
only  of  the  signers  acknowledged  the  execution  of  the  instru- 
ment, and  it  can  not  be  inferred  that  those  who  did  not  acknowl- 
edge it  remained  bound  by  its  terms.  As  to  them  the  instrument 
was  incomplete,  and  it  is  quite  well  settled  that  an  incomplete 
subscription  can  not  be  enforced.  Dutehers,  etc.,  B.  Co.  v.  Mab- 
bett,  58  N.  T.  397;  Reed  v.  Richmond,  etc.,  R.  Co.,  50  Ind.  342; 
Richmond  St.  R.  Co.  v.  Reed,  83  Ind.  9 ;  Williamson  v.  Kokomo, 
etc.,  Ass'n,  89  Ind.  389. 

It  is,  however,  argued  by  appellant's  counsel  that  the  com- 
plaint does  affirmatively  show  that  the  corporation  was  organ- 
ized, but  this  does  not  meet  the  question,  for  it  may  well  be  that 
it  was  organized  without  the  appellee  as  a  stockholder.  The 
fact  that  he  did  not  acknowledge  the  instrument  as  the  law  re- 
quires implies  that  he  did  not  become  a  stockholder,  and  there 
is  nothing  in  the  complaint  which  rebuts  or  opposes  this  implica- 
tion. It  devolved  upon  the  plaintiff  to  remove  the  inference  if 
he  could.  As  the  appellee  did  not  acknowledge  the  instrument 
as  the  law  requires,  he  did  not  hecoms  a  stockholder,  and  if  he 
were  insisting  that  he  was  entitled  to  the  number  of  shares  set 
opposite  his  nam^,  it  is  quite  clear  that  the  corporation  might 
successfully  resist  his  claim,  since  it  is  obvuyus  that  only  those 
who  acknowledge  the  articles  of  cLssociation  as  the  law  requires 
can  successfully  insist  upon  their  right  to  stock.  If  the  appel- 
lee can  not  be  regarded  as  a  stockholder,  then  it  seems  quite 
dear  that  he  did  not  bind  himself  by  simply  signing  the  articles 
of  association.*^ 

Whether  a  good  complaint  can  be  framed  is  not  the  question 
before  us,  for  the  only  question  presented  by  the  record  is  as  to 
the  sufficiency  of  the  complaint  as  it  is  written. 

JUDOIOSNT  AFFIBMBD. 
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THRASHER  ▼.  THE  PIKE  COUNTY  RAILROAD 
COMPANY. 

35  lU.  393.    1861. 

Appeal  from  the  circuit  court  of  Pike  cotiBty ;  the  Hon.  J.  S. 
Bailey,  judge,  presiding. 

This  was  an  action  of  assumpsit  by  the  Pike  County  Rail- 
road Company  against  Charles  Thrasher,  upon  the  following 
agreement : 

"We,  the  undersigned,  agree  to  subscribe  to  the  stock  of  the 
Pike  County  Railroad,  the  sum  set  against  our  names,  when  the 
books  may  be  opened  for  subscription. 

**Griggsville,  March  19,  1856. 

^'Charles  Thrasher $3,000.'* 

Mr.  Justice  Bbebse  delivered  the  opinion  of  the  court. 

The  appellee,  who  was  plaintiff  in  the  court  below,  urges 
several  reasons  justifying  a  recovery  in  this  case,  which  it  is 
necessary  to  notice.  The  declaration  contains  a  special  count, 
averring  that  on  the  19th  of  March,  1856,  the  plaintiffs  were  a 
body  politic  and  corporate  with  power  to  construct  and  operate 
a  railroad  within  the  county  of  Pike,  and  authorized  by  law, 
as  such  corporation,  to  secure  subscriptions  to  the  capital  stock 
of  the  company  to  the  amount  of  $1,000,000,  in  shares  of  $100 
each,  and,  desiring  to  ascertain  what  amount  of  stock  would  be 
subscribed,  and  not  having  opened  regular  subscription  books, 
but  intending  so  to  do,  agreed  with  the  defendant  that  they 
would,  in  a  reasonable  time  thereafter,  open  books  for  the  pur- 
pose of  securing  such  subscriptions,  and  that  they  would  per- 
mit and  allow  the  defendant,  when  the  book  should  be  opened, 
to  subscribe  to  the  capital  stock  of  the  company  thirty  shares 
of  $100  each,  and  upon  payment  therefor,  the  defendant  should 
be  the  owner  of  thirty  shares  of  the  capital  stock  of  the  com- 
pany. It  is  then  averred  that  the  defendant,  in  consideration 
of  this  promise,  undertook  and  promised  the  plaintiff  that  he 
would  subscribe  to  the  stock  of  this  company  the  sum  of  $3,000 
when  the  books  should  be  opened  for  subscriptions;  that  this 
promise  was  by  a  writing,  signed  by  the  defendant,  and  by  him 
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delivered  to  the  plaintiff.  It  is  then  averred,  that  on  the  same 
day  subscription  books  to  the  capital  stock  of  the  company 
were  opened,  of  which  the  defendant  had  notice.  The  breach 
is,  that  the  defendant  neglected  and  refused  to  subscribe  any- 
thing to  the  capital  stock,  accompanied  by  an  averment  that  the 
subscription,  when  the  books  were  opened,  was  due  and  payable 
before  the  commencement  of  the  suit,  and  although  notified 
thereof,  the  defendant  has  refused  to  pay  any  part  of  the  sum 
of  the  $3,000.  The  common  counts  are  added,  in  one  of  which 
the  indebtedness  is  alleged  to  be  for  100  shares  of  the  stock  of 
the  Pike  County  Bailroad,  before  that  time  bargained  and  sold 
to  the  defendant. 

This  is  the  cause  of  action  as  set  forth  by  the  plaintiff,  and 
it  is  claimed  by  them  that  they  are  entitled  to  recover  as  dam- 
ages the  par  value  of  the  stock,  or  the  amount  of  calls  made  from 
time  to  time  upon  it,  and  which,  at  the  commencement  of  the 
suit,  amounted  to  fourteen  installments,  of  five  per  cent,  each, 
making,  in  all,  $2,100. 

This,  we  do  not  think,  is  a  fair  view  of  the  defendant's  lia- 
bility upon  his  promise,  if  one  was  made  to  the  plaintiff.  His 
undertaking  is  to  subscribe  a  certain  amount  of  stock  when  the 
subscription  books  should  be  opened.  This  promise  does  not 
make  him  a  stockholder,  and,  as  such,  liable  to  calls.  The  com- 
pany has  parted  with  no  stock  to  him,  and  can  only  claim  as  da/m- 
ages  the  actual  loss  sustained  by  them  by  his  failure,  or  refusal 
to  subscribe,  when  he  was  notified  that  the  books  were  opened 
for  such  purpose.  The  company  has  the  stock  which  the  de- 
fendant promised  to  take,  but  did  not  take.  His  promise  is  like 
any  other  promise  or  agreement  to  purchase  any  specific  article 
of  property.  If  the  property  contracted  be  retained  by  the  ven- 
dor, and  there  is  no  delivery  to  the  purchaser,  or  offer  to  de- 
liver,  the  damages  must  not  be  m^easured  by  the  value  of  the 
property,  for  it  would  not  be  just,  in  su^h  cases,  that  the  vendor 
should  retain  the  property  and  recover  also  the  value  of  it  from 
the  promisor.  8oms  damage  might  result  from  the  loss  of  a 
bargain,  and  to  such  the  vendor  would  be  entitled,  if  the  extent 
could  be  established.  In  many  cases  they  would  be  merely 
nominal.    On  an  agreement  for  the  sale  and  purchase  of  stocks. 
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and  a  refusal  by  the  purchaser  to  take  the  stocks,  the  measure 
of  damages,  ordinarily,  might  be  the  difference  between  the 
par  value  of  the  stocks  and  their  market  value,  or  between  them 
and  money.  As  well  argued  by  the  appellant,  the  defendant, 
having  violated  his  promise  by  failing  to  subscribe,  he  has  ac- 
quired no  right  to  stock,  nor  could  a  recovery  in  this  action  en- 
title him  to  become  a  stockholder.  The  company  retains  its 
stock,  and  the  defendant  his  money.  A  stock  certificate  of  $3,- 
000  would  represent  a  value  to  the  company  equivalent  to  so 
much  money,  and,  in  a  statement  of  their  liabilities,  this  would 
appear  against  the  company  as  so  much  held  by  the  stockholders, 
for  which  the  company  was  responsible.  If  there  is  no  actual 
subscription,  the  company  does  not  incur  this  liability.  There 
being  no  special  damage  alleged,  or  proved,  we  do  not  think  the 
plaintiffs  could  recover  under  this  declaration,  as  they  have 
done,  the  par  value  of  the  stock  the  defendant  promised  and 
agreed  to  take.  A  proper  count  might  doubtless  be  so  framed 
as  to  justify  a  full  recovery  under  sufficient  proof.    •    •    • 

BSVESSED. 


Subscriptions  Prior  to  Incorporation.^ 
THE  PENINSULAR  RAILWAY  COMPANY  v.  DUNCAN. 

28  Mich.  130.    1873. 

Error  to  Kalamazoo  Circuit. 

CooLET,  J.  This  case  presents  the  question  whether  one  who 
becomes  one  of  the  original  associates  for  the  formation  of  a 
railway  company,  and  signs  a  subscription  agreeing  to  take  a 
certain  number  of  shares  of  the  capital  stock  of  the  proposed 
company,  and  to  pay  therefor,  "at  such  times  and  in  such  sums 
as  the  same  shall  be  assessed,  demanded  and  required  to  be  paid 
by  the  directors  of  the  said  company,**  but  who  afterward  fails 
for  any  reason  to  sign  the  articles  of  incorporation,  or  to  sub- 


*8ee  See.  1222  et  seq.,  Vol.  9,  Oydopedia  of  Law. 
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scribe  for  stock  on  the  commissioners'  books,  can  be  held  liable 
upon  his  preliminary  subscription,  after  the  company  has  been 
formed  and  assessments  been  made  and  payment  demanded. 

The  question  arises  upon  the  first  section  of  the  act  for  in- 
corporation of  railroad  companies,  approved  February  12,  1855, 
as  amended  in  1867.  Laws  of  1867,  vol.  i,  p.  90.  The  plaint- 
iffs insist  that  the  signers  of  the  preliminary  subscription, 
whether  they  afterward  sign  the  articles  or  not,  if  the  corpora- 
tion is  duly  formed,  have  the  same  absolute  right  to  stock  there- 
in that  those  have  who  execute  the  articles,  or  to  whom  stock  is 
awarded  on  subscriptions  upon  the  commissioners'  books;  and 
that  having  a  right  to  the  stock,  they  are  under  a  corresponding 
obligation  to  pay  for  it.  On  the  other  hand,  the  position  of  the 
defendants  is  that  the  preliminary  subscription,  though  possibly 
a  convenient  step  in  the  organization  of  a  corporation,  is  by  no 
means  indispensable,  but  that  the  corporation  originates  with 
the  articles  of  association,  and  that  no  one  who  previously  had 
contemplated  becoming  a  member,  however  strongly  or  in  what- 
ever form  of  words  he  may  have  expressed  his  intention  to  that 
effect,  is  bound  by  that  expression,  if,  when  the  articles  are  to 
be  signed,  he  declines  to  unite  in  them,  or  for  any  reason  fails 
to  do  80,  and  thereby,  expresdy  or  by  implication,  elects  not  to 
become  a  member.  Up  to  that  time,  it  is  insisted  everjrthing  is 
provisional  and  inchoate ;  nobody  is  bound  or  can  be  bound  with- 
out further  voluntary  action  of  his  own, 

A  consideration  of  the  question  thus  presented  is  peculiarly 
embarrassing,  in  consequence  of  the  totally  different  views  which 
have  been  taken  of  it  by  able  jurists  in  other  states  where 
similar  statutes  exist  We  have  examined  the  reported  cases 
with  care,  and  while  we  find  many  of  the  opinions  able,  and  in 
the  main  well  reasoned,  yet  as  it  is  impossible  to  reconcile  them, 
and  none  of  them  follows  precisely  the  train  of  reasoning  through 
which  we  have  been  led  to  our  own  conclusion,  we  have  not 
deemed  it  advisable  to  review  the  cases  in  this  opinion,  but  shall 
proceed,  with  such  brevity  as  the  case  will  admit,  to  present 
our  own  views. 

It  may  be  quite  true,  as  is  insisted  on  the  part  of  the  defense, 
that  a  preliminary  subscription  is  not  an  indispensable  requisite 
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in  the  formation  of  a  corporation  under  the  general  railroad  law. 
If  the  requisite  number  of  persons  execute  the  proper  articles, 
naming  therein  their  directors^  and  attach  thereto  the  affidavit 
required  by  the  statute,  verifying  the  fact  that  they  are  subscribe 
ers  for  the  requisite  amount  of  stock,  and  have  paid  to  the  direc- 
tors five  percentum  thereon,  it  is  difficult  to  perceive  any  ground 
upon  which  it  could  be  plausibly  contended  that  the  corporation 
was  not  duly  organized,  or  to  suggest  any  important  function 
that  the  preliminary  subscription  could  have  performed  for  such 
subscribers,  and  which  in  the  particular  case  has  not  been  per- 
formed without  it.  Nevertheless,  a  very  cursory  examination  of 
the  statute  must  convince  any  one  that  such  a  subscription, 
whether  indispensable  or  not,  is  contemplated  as  a  proceeding 
which  will  generally,  at  least,  take  place.  This  is  evident  from 
the  expressions  employed  in  the  statute  in  conferring  authority 
to  organize.  The  persons  who  may  incorporate  themselves  are 
**any  number  of  persons  not  less  than  twenty-five,  being  sub- 
scribers to  the  stock  of  any  contemplated  railroad.'*  They  are 
allowed  to  do  so  *'when  stock  to  the  amount  of  $1,000  for  every 
mile  of  said  road  so  intended  to  be  built' '  ^^  shall  be  in  good 
faith  subscribed,  and  five  per  cent,  paid  thereon."  There  can 
not  be  subscriptions  to  the  stock  until  something  is  in  writing 
for  the  subscribers  to  sign.  The  statute  gives  no  form  for  such 
a  subscription;  it  indicates  no  machinery  by  means  of  which  it  is 
to  be  originated  or  signatures  obtained.  Ever3rthing  is  left  to 
the  voluntary  action  of  the  promoters  of  the  enterprise,  and 
whatever  form  of  writing  is  satisfactory  to  them,  and  sufficiently 
indicates  the  general  purpose  sought  to  be  accomplished,  and 
the  share  the  several  subscribers  are  to  take  in  it,  would  un- 
doubtedly be  sufficient. 

By  any  such  voluntary  subscription  to  take  stock,  however, 
we  should  naturally  understand  some  mutual  agreement  by 
which  the  promoters  severally  agree  to  take  and  pay  for  certain 
shares  in  the  proposed  corporation ;  something,  in  short,  like  or 
similar  to  the  agreement  which  was  actually  entered  into  in  the 
present  case.  We  do  not  understand  that  there  would  be  any 
difficulty  at  the  common  law  in  enforcing  the  promises  con- 
tained in  an  agreement  of  this  general  nature  against  the  several 
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promisors,  where  the  object  to  be  accomplished  was  lawful,  where 
a  beneficial  purpose  was  in  view,  and  where  it  was  possible  to 
make  to  the  several  promisors  the  return  which  their  subscrip- 
tions called  for.  In  such  cases  the  promises  are  mutual;  acts 
are  done  and  moneys  expended  in  reliance  upon  the  subscrip- 
tions, and  the  moment  the  promises  are  accepted  by  the  organ- 
ization and  action  of  the  corporation  to  which  they  are  pro- 
visionally made,  there  can  generally  be  no  difiKculty  in  their 
enforcement  if  the  corporation  then  has  it  in  its  power  to  give 
the  stock  subscribed  for,  and  offers  to  do  so.  In  such  a  sub- 
scription thus  accepted  there  would  be  all  the  requisites  of  a 
valid  contract,  proper  parties  and  a  promise  made  upon  a  legal 
and  valuable  consideration. 

In  this  case,  however,  the  question  involved  is  not  one  to  be 
settled  entirely  by  the  rules  of  the  common  law,  but  there  is  in- 
volved a  question  of  statutory  construction.  It  is  argued  by  the 
defense  that  the  terms  of  the  statute  are  such  as  to  make  any 
preliminary  subscription  that  may  have  been  entered  into  entirely 
immaterial  and  nugatory  the  moment  the  articles  are  executed, 
and  that  promises  therein  contained  are  incapable  of  enforce- 
ment, because  under  the  statute  the  subscribers  are  not  entitled 
to  stock  in  the  corporation,  and,  consequently,  do  not  receive  a 
consideration  for  their  promises.  This  construction  arises  prin- 
cipally upon  one  clause  of  the  first  section  of  the  general  rail- 
road act,  which,  after  providing  what  the  articles  of  association 
shall  contain,  and  for  their  being  subscribed  and  recorded,  de- 
clares that  'thereupon  the  persons  who  have  subscribed,  and 
all  persons  who  shall  from  time  to  time  become  stockholders  in 
such  company,  shall  be  a  body  corporate,"  etc.  The  argument 
is  that  by  the  express  terms  of  this  statute  only  the  subscribers 
to  the  articles  and  those  who  subsequently  become  stockholders 
in  the  manner  provided  by  law— that  is  to  say,  by  subscribing 
for  stock  on  the  commissioners'  books— can  be  stockholders  or 
entitled  to  stock,  and,  consequently,  the  subscribers  to  the  pre- 
liminary agreement  who  do  not  sign  the  articles  are  in  terms 
excluded. 

It  is  possible  that  a  strict  and  literal  interpretation  of  the 
statute  would  require  this  construction  to  be  put  upon  it;  but 
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it  does  not  necessarily  follow  that  such  a  coostniction  would  be 
proper  or  even  admiasible.  What  we  should  seek  here  is  the 
intention  of  the  legislature  and  not  the  testing  by  nice  rules  of 
art  the  language  employed.  It  may  possibly  appear,  as  is  too 
often  the  case,  that  the  legislation  has  been  carelessly  phrased, 
and  will  be  perverted  if  tested  by  nice  rules.  There  are  two 
very  strong  reasons  why  the  statute  should  not  be  so  construed 
as  to  make  the  articles  nullify  the  preliminary  subscription  if 
any  other  construction  is  admissible.  The  first  is  that  it  nullifies 
the  mutual  promises  of  the  parties  made  for  a  beneficial  object, 
and  which,  on  grounds  of  public  policy  as  well  as  mutual  good 
faith,  ought  to  be  sustained  and  enforced,  unless  abandcmed  by 
common  consent.  The  second  is  that,  by  rendering  the  pre- 
liminary subscription  which  the  statute  provides  for,  if  it  does 
not  make  necessary,  a  perfectly  useless  proceeding,  it  in  effect, 
as  has  been  well  said  in  a  leading  case  supporting  this  construc- 
tion—Troy and  Boston  R.  R.  Co.  v.  Tibbits,  18  Barb.  304-305,— 
imputes  folly  to  the  legislature;  an  imputation  we  ought  to  be 
very  slow  to  make,  and  never  except  upon  the  most  imperative 
reasons. 

Our  own  view,  after  a  careful  examination  of  the  statute,  is 
that  the  construction  which  excludes  the  subscribers  to  the  pre- 
liminary subscription  from  corporate  membership,  is  rather 
forced  than  otherwise.  The  statute  does  not  say  that  the  per- 
sons who  have  subscribed  the  articles  of  association,  and  those 
who  shall,  from  time  to  time,  become  stockholders,  shall  be  the 
corporation,  but  those  ''who  have  subscribed."  Subscribed 
what?  The  very  first  words  of  the  section  provide  that  the 
subscribers  to  the  stock  of  a  contemplated  road  may  incorporate 
themselves  by  complying  with  certain  conditions.  The  subscrib- 
ers here  intended  are  unquestionably  the  subscribers  to  the  pre- 
liminary agreement;  and  these  subscribers,  to  use  the  words  of 
the  statute,  when  the  necessary  amount  of  stock  is  in  good  faith 
subscribed  by  them,  are  allowed  to  organize.  These  persons, 
then,  are  spoken  of  as  persons  who  have  subscribed,  and  their 
subscription  contemplates  that  they  are  to  have  stock  in  the  pro- 
posed corporation.  The  parties  to  the  articles  also  subscribe 
them;  their  subscription  is  provided  for  by  the  same  sectioB, 
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and  theirs  also  contemplates  that  they  are  to  have  stock  in  the 
corporation.  It  is  after  these  different  subscriptions  for  stock 
are  thus  spoken  of  and  provided  for  that  the  statute  proceeds  to 
say  that  those  who  have  subscribed  shall  be  corporators.  What 
warrant  have  we  for  saying  that  one  class  of  subscribers  was  in- 
tended and  not  the  other  f 

The  truth  is,  both  classes  were  intended,  because  in  contem- 
plation of  the  statute  the  two  were  to  be  identical.  The  statute 
does  not  suppose  there  will  be  subscribers  to  the  preliminary 
agreement  who  do  not  sign  the  articles.  It  provides  that  after 
the  requisite  subscriptions  are  obtained,  the  subscribers  may  se- 
lect directors,  **and  thereupon  they  shaU  severally  subscribe 
articles  of  association."  They  are  expected  to  subscribe  the 
articles,  and  not  merely  that  portion  who  may  then,  on  consider- 
ing the  question  as  a  new  one,  decide  to  take  interests  in  the  com- 
pany. 

It  is  not  assumed  that  there  will  be  any  doubt  or  question 
that  all  who  have  mutually  pledged  themselves  to  each  other  to 
form  a  corporation  for  the  object  proposed  wUl  unite  in  the 
necessary  steps  for  thai  purpose^  and  it  does  not  therefore  dis- 
tinguish between  the  subscribers  to  the  two  papers  because  it 
supposes  no  distinction  vnll  exist. 

We  have,  nevertheless,  to  deal  with  the  case  where  a  subscriber 
to  the  one  has  neglected  or  refused  to  sign  the  other;  and  the 
question  is,  whether  such  neglect  or  refusal  precludes  the  attach- 
ing of  any  legal  liability.  We  have  the  case  of  a  subscription 
provided  for  by  law,  designed  to  accomplish  an  important  bene- 
ficial purpose,  subscribed  by  several  parties  in  reliance  upon 
their  mutual  promises,  but  which  one  perhaps  elects  to  annul  by 
not  taking  a  certain  further  step  which  the  statute  contemplates 
he  laUl  take.  The  corporation  to  which  the  subscriber's  prom- 
ise was  provinonally  made  has  been  called  into  being  and  has 
accepted  his  promise,  and  now  offers  to  perform  its  part  by 
giving  the  stock  subscribed  for  if  it  has  the  power  to  do  so. 
And  the  question  is  whether,  in  this  exceptional  case  not  pro- 
vided for  or  contemplated  by  the  statute,  the  subscriber  may 
treat  his  preliminary  promise  as  of  no  force. 

A  preliminary  question  will  perhaps  be,  whether  it  possessed 
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any  force  whatever,  or,  on  the  other  hand,  was  to  be  looked  up- 
on as  mere  nudum  pactum,  without  either  parties  or  considera- 
tion, before  the  articles  were  signed.  The  necessary  conclu- 
sion from  the  defendant's  premises  must  be,  as  we  think,  that  it 
was  so.  We  can  not  conclude,  however,  that  such  preliminary 
promises,  made  in  accordance  with  the  law,  as  a  step  in  the  ac- 
complishment of  a  public  enterprise,  can  be  regarded  as  entirely 
without  legal  significance.  If  a  subscriber  pays  his  five  per  cent, 
upon  his  subscription,  and  it  is  received  and  retained  by  the 
custodian  agreed  upon  by  the  associates,  we  think  he  has  ac- 
quired some  rights  by  such  subscription  and  payment.  He  has 
acquired  the  important  right  to  take  part  in  the  organization 
of  the  corporation,  in  the  choice  of  directors,  in  the  determina- 
tion of  the  route,  and  in  shaping  the  constitution  of  the  com- 
pany. These  rights  are  often  of  high  value,  and  might  even 
be  more  so  in  a  pecuniary  point  of  view  than  the  stock  sub- 
scribed for  is  ever  expected  to  be.  It  can  not  be  said  that  a 
subscription  and  payment,  which  secure  these  important  privi- 
leges, are  of  no  force,  nor  ought  it  to  be  the  case  that  the  party 
making  them  may  disaffirm  his  action  at  his  own  mere  pleasure 
after  other  parties,  more  observant  of  their  own  stipulations, 
have  taken  further  action  which  is  unquestionably  binding  upon 
them,  in  reliance  upon  his  promised  assistance. 

In  the  present  case  it  does  not  become  necessary  to  discuss 
the  question  whether  a  party  who  expressly  revokes  his  subscrip- 
tion before  the  corporation  is  formed  can  be  compelled  to  pay 
it  afterward.  Such  a  case  is  not,  by  the  record,  placed  before 
us.  Undoubtedly  if  the  corporation  is  never  formed,  the  sub- 
scription becomes  a  nullity.  No  promisee  in  that  case  ever 
comes  into  existence.  And  if  the  subscribers  are  only  twenty- 
five  in  number,  any  one  of  them  may  defeat  the  enterprise,  by 
refusing  to  join  in  the  articles,  because  twenty-five  are  made 
necessary  by  the  statute.  It  may,  under  some  circumstances,  be 
bad  faith  in  a  subscriber  to  do  this,  but  he  would  unquestion- 
ably have  the  power.  It  would  be  equally  true  if  a  larger  num- 
ber of  subscribers  should  subscribe  only  the  requisite  amount  of 
stock,  and  any  one  might  defeat  an  organization  by  refusing 
to  sign  the  articles  unless  a  further  subscription  could  be  ob- 
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tained  from  some  other  source.  In  these  cases  the  subscriber  is 
discharged,  not  for  reasons  personal  to  himself,  but  because  on 
grounds  of  public  policy  corporate  privileges  are  withheld  from 
an  association  which  does  not  furnish  the  required  evidence  of 
earnestness  and  ability  to  carry  on  the  undertaking. 

The  case  at  bar  is  neither  of  these.  Here  the  corporation  has 
not  failed  of  organization,  but  a  subscriber  has  failed,  for  some 
unexplained  reason,  to  sign  the  articles  with  the  others.  We 
might  suggest  a  great  many  possible  reasons  for  the  failure, 
some  of  which,  unquestionably,  would  discharge  him  from  all 
moral,  as  well  as  legal,  obligation  on  his  subscription.  We  might 
suppose,  for  instance,  that  the  other  subscribers  considered  him 
an  undesirable  associate,  and  for  that  reason  refused  to  allow 
him  to  take  part  in  organizing,  while  willing  enough  to  receive 
his  money  afterwards.  As  already  said,  the  stock  proposed  to 
be  given  by  the  corporation  is  not  the  sole  consideration  for  his 
promise  to  pay,  but  he  is  entitled  to  the  valuable  privilege  of  a 
voice  in  determining  the  important  questions  to  be  settled  by  the 
articles,  and  if  denied  that  by  his  associates  he  is  absolved  from 
all  responsibility.  But  this  defendant,  for  aught  we  know,  may 
have  had  and  enjoyed  that  privilege,  and  then  failed  to  subscribe 
the  articles  for  the  express  purpose  of  avoiding  responsibility, 
or,  on  the  other  hand,  because  when  suflScient  subscriptions  were 
*  obtained  to  perfect  the  organization  it  was  deemed  necessary  or 
important  to  obtain  further  signatures.  But  as  we  do  not  know 
the  reason,  it  is  idle  to  indulge  in  suppositions.  It  is  sufScient 
that  the  defense  plant  themselves  on  the  broad  ground  that  no 
original  subscriber  who  fails  to  sign  the  articles  can  be  bound 
by  his  subscription. 

As  it  has  already  been  seen  that  the  preliminary  subscription 
is  in  proper  form  for  obligatory  force  as  a  mutual  promise,  and 
is  provided  for  by  the  statute,  if  one  who  signs  it  must  also 
sign  the  articles  of  association  in  order  to  render  himself  liable, 
the  reasons  for  requiring  this  must  be  either:  First,  reasons 
personal  to  himself,  and  which  render  it  unjust  or  inequitable 
that  he  should  be  held  in  the  absence  of  any  renewal  of  his  prom- 
ise by  an  execution  of  the  articles ;  or  second,  reasons  resting  on 
considerations  of  public  poli^r,  and  which,  independent  of  any 
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questions  of  justice  or  equity  as  between  the  individual  and  his 
associates,  require  all  subscriptions  to  the  stock  at  the  time  of 
the  organization  to  be  represented  by  the  signatures  to  the  ar- 
ticles. 

There  can  be  no  reasons  of  the  first  class,  if  the  subscriber 
has  participated  in  the  organization,  or  has  had  the  opportunity 
to  do  so.  In  such  case,  with  the  right  to  the  stock,  the  subscriber 
has  had,  or  might,  at  his  option,  have  had  ever3rthing  promised 
him  by  his  associates  or  by  the  corporation  as  the  consideration 
for  his  promise  to  pay,  and  good  faith  to  his  associates  whose  ac- 
tion his  promise  may  be  supposed  to  have  influenced  more  or 
less,  and  who  keep  on  their  part  the  promise  mutually  made, 
requires  that  he  should  keep  it  also.  It  may  safely  be  assumed 
that  they  incur  expenses  for  preliminary  surveys,  procuring  sub- 
scriptions, pledges  of  right  of  way,  and  such  other  matters  as 
are  necessary  to  enable  them  intelligently  and  properly  to  set- 
tle the  questions  which  are  to  be  determined  by  the  articles,  and 
if  he  allows  these  to  be  incurred  while  his  promise  stands  unre- 
voked and  in  reliance  upon  it,  the  moral  obligation  on  his  part 
to  fulfill  his  promise  is  very  strong,  and  in  the  absence  of  any 
unfair  dealing  on  the  part  of  his  associates  ought  to  be  regarded 
by  him  as  imperative. 

And  we  can  not  imagine  any  reasons  of  public  policy  for  re- 
quiring all  the  preliminary  subscribers  to  sign  the  articles,  or  for 
relieving  from  responsibility  all  who  do  not  sign.  As  the  articles 
constitute  a  more  formal  document  than  the  preliminary  sub- 
scription usually  does,  and  set  forth  the  definite  particulars  of 
the  enterprise,  it  will  be  more  satisfactory  and  conclusive  of  the 
precise  work  the  subscribers  propose  to  accomplish,  and  be  less 
likely  to  leave  questions  open  to  dispute  between  the  individual 
associates  and  the  organization.  The  probability,  however,  that 
the  preliminary  subscription  will  be  so  vague  and  uncertain  as 
to  raise  serious  questions  as  to  the  actual  intent  can  be  no  greater 
than  the  probability  of  like  questions  in  innumerable  contracts 
which  are  being  made  constantly,  and  in  which  it  has  never  been 
thought  even  wise  to  require  by  law  the  ohservanee  of  more  for- 
mality.   •    •    • 

We  suppose  the  statute  to  require  the  articles  to  be  signed  hy 
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at  least  twenty-five  associates,  representing  subscriptions  to  the 
amount  of  a  thousand  dollars  a  mile,  upon  which  five  per  centum 
shall  have  been  paid  in,  in  order  that  mere  bubble  enterprises 
shall  not  be  allowed  the  apparent  sanction  of  a  legal  organiza- 
tion, and  be  afforded  the  opportunity,  not  only  to  embarrass  and 
perhaps  preclude  more  substantial  projects,  but  also  to  have 
facilities  for  annoying  and  perhaps  defrauding  the  public  by  ex* 
ercising  the  right  of  eminent  domain,  and  by  contracting  debts 
in  apparent  execution  of  improvements  which  the  means  at 
command  give  no  assurance  of  being  carried  out.  The  state  re- 
quires this  evidence  of  good  faith  amd  ability  in  the  associates 
before  it  will  endow  their  association  with  legal  entity ;  but  when 
these  appear  to  the  extent  required,  the  demands  of  public  pol- 
icy in  this  regard  are  satisfied,  and  we  do  not  see  that  the  state 
has  any  concern  in  the  question  whether  other  associates  repre- 
senting more  aid  subscribe  the  articles  or  not.  If  the  state  is 
satisfied  with  subscriptions  to  a  certain  amount,  but  the  projec- 
tors have  in  fact  obtained  more,  no  very  good  reason  can  be 
suggested  why  the  state  should  impose,  as  a  penalty  upon  the 
corporation,  that  it  shall  not  enforce  such  additional  subscrip- 
tions unless  the  names  are  obtained  to  a  certain  paper  required 
for  the  purpose  of  giving  public  evidence  of  certain  facts  already 
proved  by  previous  subscriptions  to  the  full  extent  required. 
And  we  are  therefore  forced  to  the  conclusion  that  when  such 
subscriptions  are  obtained  to  the  articles  as  are  necessary  for  the 
purposes  of  incorporation,  if  there  are  further  subscribers  to 
the  preliminary  subscription,  who,  for  reasons  of  convenience  to 
themselves,  or  because  it  was  supposed  to  be  unnecessary,  or  for 
any  other  reason  than  a  previous  withdrawal  from  the  enter- 
prise, shall  neglect  to  sign  the  articles,  such  previous  subscribers 
can  not,  on  any  ground  of  public  policy,  be  held  discharged 
from  any  obligation,  either  moral  or  legal,  to  fulfill  their  prom- 
ises. 

So  far  we  have  not  discussed  the  question  whether  there  can 
be  any  embarrassment  in  counting  such  preliminary  subscribers 
among  the  stockholders.  We  do  not  see  why  there  need  be.  The 
subscriptions,  together  with  the  articles  of  association,  will  pass 
to  the  hands  of  the  proper  officers,  and  they  will  furnish  all 
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necessary  information  to  the  commissioners,  who  are  to  receive 
further  subscription  for  the  balance  of  the  capital  stock,  and 
apportion  it  if  there  shall  be  any  excess.  If  we  are  warranted 
in  so  construing  the  statute  as  to  include  in  the  subscribers  who 
are  to  be  counted  as  corporators  when  the  commissionjers  begin 
their  labors,  those  who  have  subscribed  preliminary  subflcrip- 
tions,  as  well  as  the  subscribers  to  the  articles,  then  the  com- 
missioners have  only  to  receive  the  subscriptions  for,  and  appor* 
tion  such  portion  of  the  stock  as  is  not  represented  by  these  two 
classes  of  subscribers.  From  the  best  consideration  we  have 
been  able  to  give  the  statute,  we  think  such  a  construction  per- 
fectly legitimate.  Any  other  would  make  the  preliminary  sub- 
scription not  what  on  its  face  it  seems  to  be,  a  provisional  offer 
for  the  acceptance  of  the  corporation  when  formed,  but  only  a 
provisional  offer  to  make  an  offer  if  the  subscriber  at  a  subse- 
quent time  shall  elect  to  do  so.  "We  are  unwilling  to  conclude 
that  the  legislature,  in  pointing  out  the  steps  in  the  organization 
of  a  corporation,  has  indicated  among  them  a  proceeding  so  friv- 
olous and  futile. 

We  think  the  subscribers,  who,  with  those  who  subsequently 
associate  themselves  mth  them,  are  to  be  the  corporators,  are 
the  subscribers  to  the  original  subscription;  and  though  it  is 
perfectly  true  that  the  statute  supposes  «ttcfc  subscribers  uM 
sign  the  articles  also,  it  neither  takes  away  their  rights,  nor 
absolves  them  from  obligations  for  a  failure  to  observe  this 
formality,  but  if  the  corporation  is  duly  formed,  on  general 
principles  applicable  to  such  undertakings  as  the  preliminary 
subscribers  have  entered  into,  they  are  liable  for  the  fulfillment 
thereof  in  the  absence  of  any  provision  of  the  statute  which  ex- 
pressly or  by  necessary  implication  must  have  the  effect  to  re- 
lease them  therefrom.  And  our  reading  of  the  statute  discloses 
no  such  provision. 

In  our  discussion  of  the  case  so  far  we  assume  that  the  sub- 
scriber paid  his  five  per  cent,  on  the  subscription.  This,  or 
something  equivalent,  would  be  necessary  to  entitle  him  to  par- 
ticipate in  the  organization,  and  if  he  fails  to  obtain  that  privi- 
lege the  subscription  would  probably  be  ineffectual.  He  would 
not  be  one  of  the  associates  in  such  a  case.    But  if  the  requisite 
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amount  is  paid  by  the  other  subscribers,  we  see  no  reason  to 
doubt  that  credit  might  be  given  to  him  for  this  first  payment, 
and  he  be  admitted  to  all  the  privileges  of  the  rest.  What  cir- 
cumstances would  be  equivalent  to  the  giving  of  credit  by  im- 
plication, in  the  absence  of  any  express  understanding  to  that 
effect,  it  would  be  out  of  place  to  discuss  here.  That  lliere 
might  be  such  circumstances  is  undoubted.  The  present  record 
assumes  that  the  intestate  had  become  one  of  the  original  asso- 
ciates, and  if  any  question  of  fact  is  to  be  raised  upon  that 
point,  it  must  be  presented  upon  the  proper  issue. 

The  declaration  in  this  case  sets  out  the  original  subscription, 
avers  that  defendant  signed  the  same  and  agreed  to  take  $1,000 
of  the  stock  of  the  proposed  corporation,  but  it  does  not  express- 
ly say  that  he  made  any  payment.  It  does  aver,  however,  that 
the  defendant,  in  consideration  of  his  subscription,  **and  in  con- 
sideration that  stock  to  the  amount  of  $1,000  for  every  mile  of 
said  Peninsular  Railway  Extension  Company  had  been  sub- 
scribed for  and  taken  in  good  faith,  and  five  per  cent,  paid 
thereon  as  required  hy  said  act,  in  consideration  that  said  Penin- 
sular Railway  Extension  Company  was,  to  wit,  on  the  third  day 
of  January,  1868,  duly  organized  and  became  a  body  politic  and 
corporate  under  the  laws  of  the  said  state  of  Michigan,  he,  the 
said  Delamore  Duncan,  then  and  there  promise,"  etc.  We  are  in- 
clined to  think  that,  under  a  demurrer  such  as  has  been  inter- 
posed in  this  case,  it  must  be  assumed  that  the  defendant  had 
done  whatever  was  necessary  to  perfect  his  subscription,  and 
entitle  him  to  participate  as  one  of  his  associates  in  organizing, 
and  that  his  failure  to  take  part  in  that  proceeding  was  not  be- 
cause of  being  wrongfully  excluded.  The  allegation  that  five 
per  cent,  had  been  paid  on  the  subscriptions  may  fairly  be 
applied  distributively,  and  the  allegation  that  the  corporation 
was  duly  organized  would  imply  participation  or  the  oppor- 
tunity to  participate  in  all  the  associates.  And,  though  these 
facts  are  set  forth  by  way  of  the  recital  merely,  the  declaration 
in  this  particular  would  be  good  on  general  demurrer  at  least, 

and  also  on  a  special  demurrer  aimed  only  at  other  defects. 
•    •    • 

Our  conclusion  is  that  the  denmrrer  ought  to  have  been  over" 
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ruled.  The  judgment  muflt,  therefore,  be  reversed,  with  coBts, 
and  the  cause  remanded.  And  in  view  of  the  conclusions 
reached,  it  would  be  proper  that  the  parties  respectively  have 
leave  to  file  new  pleadings. 

Graves,  J.,  and  Christaincy,  Ch.  J., concurred;  Cambell,  J., 
dissents. 


BUTTERNUTS  AND  OXFORD  TURNPIKE  COMPANY 
V.  NORTH. 

1  HiU's  (N.  Y.)  518.    1841. 

Error  from  the  Chenango  common  pleas.  The  action  was 
upon  a  subscription  for  stock  of  the  plaintiffs,  containing  an 
engagement  to  take  stock  ''upon  condition  that  said  road  shall 
be  laid  by  Payette  village  and  Guildford  Centre."  The  commis- 
sioners for  receiving  subscriptions  had  obtained  several  signa- 
tures to  thisy  and  also  to  another  absolute  in  its  terms.  The 
court  below  held  that  the  defendant's  signature  to  the  sub- 
scription in  question  did  not  bind  him,  and  non-suited  the  plaint- 
tiffs.  They  excepted,  and  after  judgm«^t  in  the  court  below, 
sued  out  a  writ  of  error. 

By  the  court,  Cowen,  J.  Subscriptions  for  stock  under  the 
turnpike  act  (1  R.  S.  581,  2d  ed.)  to  which  the  plaintiffs  were 
subject,  Sess.  L.  of  1834,  p.  137,  must  be  absolute.  This  act 
confers  no  power  to  make  conditions,  and  to  allow  such  a  thing 
would  be  contrary  to  public  policy.  Divers  men  would,  per- 
haps, have  their  divers  routes,  and  endeavor  improperly  to  in* 
fiuence  the  course  of  the  road.  If  the  general  subscription 
should  contain  a  condition  of  this  kind,  there  would  be  no  stock' 
holders  till  the  road  should  be  laid  out  accordingly,  and  separate 
subscriptions  containing  various  conditions  might  work  a  fraud 
upon  those  who  subscribed  absolutely.  The  court  below  de- 
cided correctly. 

Judgment  affiembd.* 


*See  Sec.  1224,  Vol.  9,  Cyclopedia  of  Law. 
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Parties  That  May  Subscribe.* 

THE  DENNY  HOTEL  CO.,  APPELLANT,  v.  JOHN 
SCHRAM,  RESPONDENT. 

6  Wash.  134,  36  Am.  8t.  Rep.  130.    1893. 

Dunbar,  C.  J.  •  •  •  Second.  Can  a  corporation  tinder 
the  laws  of  this  state  become  an  incorporator  by  subscribing  for 
shares  in  another  corporation?    •    •     • 

As  to  the  second  proposition,  a  corporation  can  only  be  formed 
in  the  manner  provided  by  law,  and  has  only  such  powers  as 
the  law  specially  confers  upon  it.  We  do  not  think  that  a  cor- 
poration was  within  the  contemplation  of  the  legislature  when 
they  used  the  expression,  "two  or  more  persons,"  in  §  1498, 
Gen.  Stat.  It  is  true  that  §  1709,  Code  Proc,  provides  that  the 
term  ** person''  may  be  construed  to  include  the  United  States, 
this  state,  or  any  state  or  territory,  or  any  public  or  private 
corporation,  as  well  as  an  individual.  But  it  does  not  follow, 
by  any  means,  that  the  term  ''person"  is  always  to  be  construed 
as  a  private  corporation^  any  more  than  it  is  always  to  be  con- 
strued as  the  United  States. 

Morawetz  on  Private  Corporations,  §  433,  says:  ^*A  cor- 
poration can  not,  in  the  absence  of  express  statutory  authority, 
become  an  incorporator  by  subscribing  for  shares  in  a  new  cor- 
poration;  nor  can  it  do  thds  indirectly  through  persons  acting  as 
its  agents  or  tools :'^  citing  the  Central  B.  Co.  v.  Pennsylvania 
R.  Co.,  31  N.  J.  Eq.  475.  The  author,  continuing,  says,  ^'The 
right  of  forming  a  corporation  is  conferred  by  the  incorporation 
laws  only  upon  persons  acting  individually,  and  not  upon  asso- 
ciations." 

This,  it  seems  to  us,  for  manifest  and  manifold  reasons,  is  in 
accordance  with  public  policy,  and  we  therefore  decide  that 
under  the  existing  laws  of  this  state  one  corporation  can  not  sub- 
scribe  to  the  capital  stock  of  another  corporation.  And,  in  any 
event,  in  this  case  the  amount  of  the  capital  stock  of  the  build- 
ing company  was  so   exceedingly  small,   compared  with  the 


^fiee  Sec.  1228,  Vol.  9,  Cyclopedia  of  Law. 
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amount  of  the  liability  which  it  sought  to  assume  (its  subscribed 
stock  being  $64,000  and  its  capital  stock  only  $54,000),  that  there 
was  no  apparent  ability  to  pay  the  amount  subscribed;  and 
while  it  may  be  true  that  a  party's  contract  will  not  be  held 
void  if  it  is  not  apparent  that  he  is  worth  the  entire  amount  of 
money  necessary  to  carry  it  out  at  the  time  it  is  made,  yet  the 
disparity  here  is  too  great,  and  there  is  not  only  not  ^'an  ap- 
parent ability  to  pay,''  but  there  is  an  apparent  inability  to  pay. 

We  find  no  error  in  the  proceedings  in  the  court  below,  and 
the  judgment  is  therefore  afpirmbd. 

Stiles,  Anders  and  Scott,  JJ.,  concur. 

HOTT,  J.,  disqualified. 


COLE  V.  LA  GRANGE. 
113  v.  8.  1.    1884. 

This  was  an  action  to  recover  the  amount  of  coupons  for  in- 
terest from  January  1,  1873,  to  January  1,  1880,  attached  to 
twenty-five  bonds,  all  exactly  alike,  except  in  their  numbers,  and 
one  of  which  was  as  follows: 

"United  States  op  America. 
State  op  Missouri,  City  op  La  Grange. 
*'No.  23.  $1,000 

''Know  all  men  by  these  presents,  that  the  city  of  La  Grange 
doth,  for  a  good,  sufficient  and  valuable  consideration,  promise 
to  pay  to  the  La  Grange  Iron  and  Steel  Company,  or  bearer, 
the  sum  of  $1,000  in  current  funds,  thirty  years  after  the  date 
thereof,  at  the  Third  National  Bank,  city  of  New  York,  together 
with  interest  thereon,  at  the  rate  of  eight  per  cent,  per  annum, 
payable  annually  in  current  funds  on  the  first  day  of  each 
January  and  July  ensuing  the  date  hereof,  on  presentation  and 
surrender  of  the  annexed  interest  coupons  at  said  Third  National 
Bank. 

''This  bond  is  issued  under  an  ordinance  of  the  city  council  of 
the  said  city  of  La  Grange,  passed  and  approved  September  22, 
1871,  under  and  in  pursuance  of  an  act  of  the  legislature  of  the 
state  of  Missouri,  entitled  'An  act  to  amend  an  act  entitled  an 
act  to  incorporate  the  city  of  La  Grange,'  approved  March  9, 
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1871,  which  became  a  law  and  went  into  force  and  effect  from 
and  after  its  said  approval. 

"This  bond  to  be  negotiable  and  transferable  by  delivery 
thereof. 

"In  testimony  whereof,  the  city  council  of  the  city  of  La 
Grange  hath  hereunto  caused  to  be  affixed  the  corporate  seal  of 
said  city,  and  these  presents  to  be  signed  by  the  mayor  and  coun- 
tersigned by  the  clerk  of  the  city  council  of  said  city  this  14th  day 
of  December,  1871. 

**  J.  A.  Hay,  Mayor. 
[Seal]  "R.  McChesney,  Clerk." 

The  petition  alleged  that  the  city  of  La  Grange,  on  the  14th 
of  December,  1871,  executed  the  twenly-five  bonds,  and  deliv- 
ered them  to  the  La  Grange  Iron  and  Steel  Company,  under  and 
by  virtue  of  the  authority  contained  in  section  1  of  article  vi 
of  the  city  charter,  as  amended  by  an  act  of  the  legislature  of 
Missouri,  approved  March  9,  1871  (which  section,  as  thus 
amended,  was  set  forth  in  the  petition),  and  under  and  by  virtue 
of  an  ordinance  of  the  city,  dated  September  22,  1871,  by  which 
an  election  was  authorized  to  be  held  in  the  city  on  October  4, 
1871,  to  test  the  sense  of  the  people  of  the  city  upon  the  ques- 
tion of  issuing  bonds ;  that  in  compliance  with  the  ordinance  and 
with  the  city  charter,  an  election  was  held,  at  which  the  proposi- 
tion was  adopted  by  a  two-thirds  vote  of  the  qualified  voters; 
and  that  on  September  1,  1872,  the  plaintiff  bought  the  twenty- 
five  bonds,  for  value,  relying  upon  the  recitals  on  their  face,  and 
without  knowledge  of  any  irregularity  or  defect  in  their  issue; 
of  all  which  the  defendant  had  notice,  by  means  whereof  the 
defendant  became  liable  and  promised  to  pay  to  the  plaintiff 
the  sum  specified  in  the  coupons,  according  to  their  tenor  and 
effect. 

The  answer  denied  all  the  allegations  of  the  petition ;  and  for 
further  answer  averred  that  the  act  of  the  legislature  mentioned 
in  the  petition,  approved  March  9,  1871,  attempted  to  give,  and 
in  terms  did  give,  to  the  city  authority  to  make  gifts  and  dona- 
tions to  private  manufacturing  associations  and  corporations; 
that  the  city  council,  purporting  to  act  under  such  authority,  by 
an  ordinance  adopted  September  22,  1871  (which  was  referred 
to  in  the  answer),  did  submit  to  a  vote  of  the  citizens  a  proposi- 
tion to  give  or  donate  to  the  La  Grange  Iron  and  Steel  Company, 


Digitized  by 


Google 


IGO  CREATION  OF  CORPORATIONS. 

a  private  manufacturing  company,  formed  and  established  for 
the  purpose  of  carrying  on  and  operating  a  rolling-mill,  the  sum 
of  $200,000 ;  that,  in  accordance  with  that  ordinance,  the  bonds 
of  the  city  were  issued  to  said  manufacturing  company,  which 
was  a  strictly  private  enterprise,  formed  and  i;rosecuted  for  the 
purpose  of  private  gain,  and  which  had  nothing  whatever  of  a 
public  character ;  and  that  it  was  incompetent  for  the  legislature 
to  grant  authority  to  cities  or  towns  to  make  donations  and  issue 
bonds  to  mere  private  companies  or  associations  having  no  public 
functions  to  perform,  and  the  act  of  the  legislature  and  the  ordi- 
nance of  the  city  were  void;  wherefore,  the  bonds  and  coupons 
were  issued  without  any  legal  authority,  and  were  wholly  void. 
To  this  answer  the  plaintiff  filed  a  general  demurrer,  which 
was  overruled  by  the  court,  and  the  plaintiff  electing  to  stand 
by  his  demurrer,  judgment  was  entered  for  the  defendant.  19 
Fed.  Rep.  871.    The  plaintiff  sued  out  this  writ  of  error. 

Mr.  Justice  Gray  delivered  the  opinion  of  the  court.  He 
recited  the  facts  as  above  stated  and  continued : 

The  general  grant  of  legislative  power  in  the  constitution  of 
the  state  does  not  enable  the  legislature,  in  the  exercise  either  of 
the  right  of  eminent  domain  or  in  the  right  of  taxation,  to  take 
private  property,  without  the  owner's  consent,  for  any  but  a 
public  object.  Nor  can  the  legislature  authorize  counties,  cities 
or  towns  to  contract  for  private  objects  debts  which  must  be  paid 
by  taxes.  It  can  not,  therefore,  authorize  them  to  issue  bonds 
to  assist  merchants  or  manufacturers,  whether  natural  persons 
or  corporations,  in  their  private  business.  These  limits  of  the 
legislative  power  are  now  too  firmly  established  by  judicial  de- 
cisions to  require  extended  argument  upon  the  subject. 

In  Loan  Association  v.  Topeka,  20  Wall.  655,  bonds  of  a  city, 
issued,  as  appeared  on  their  face,  pursuant  to  an  act  of  the  legis- 
lature of  Kansas,  to  a  manufacturing  corporation,  to  aid  it  in 
establishing  shops  in  the  city  for  the  manufacture  of  iron 
bridges,  were  held  by  this  court  to  be  void,  even  in  the  hands  of 
a  purchaser  in  good  faith  and  for  value.  A  like  decision  was 
made  in  Parkersburg  v.  Brown,  106  U.  S.  487.  This  decisions  in 
the  courts  of  the  states  are  to  the  same  effect  Allen  v.  Jay,  60 
Maine  124;  Lowell  v.  Boston,  111  Mass.  454;  Weismer  v.  Doug- 
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laB,  64  N.  Y.  91;  In  re  Enrefca  Co.,  96  N.  T.  42;  Bissell  v.  Kan- 
kakee, 64  lU.  249;  English  v.  People,  96  111.  566;  Central  Branch 
Union  Pacific  Railroad  v.  Smith,  23  Kan.  745. 

We  have  been  referred  to  no  opposing  decision.  The  cases  of 
Hackett  v.  Ottawa,  99  U.  S.  86,  and  Ottawa  v.  National  Bank, 
105  U.  S.  342,  were  decided,  as  the  chief  justice  pomted  out  in 
Ottawa  V.  Carey,  108  U.  S.  110,  118,  npon  the  ground  that  the 
bonds  in  suit  appeared  on  their  face  to  have  been  issued  for 
municipal  purposes,  and  were  therefore  valid  in  the  hands  of 
bona  fide  holders.  In  Livingston  v.  Darlmgton,  101  U.  S.  407, 
the  town  subscription  was  toward  the  establishment  of  a  state 
reform  school,  which  was  undoubtedly  a  public  purpose,  and  the 
question  in  controversy  was  whether  it  was  a  corporate  purpose, 
within  the  meaning  of  the  constitution  of  Illinois.  In  Burling- 
ton V.  Beasley,  94  U.  S.  310,  the  grist  mill  held  to  be  a  work  of 
internal  improvement,  to  aid  in  constructing  which  a  town  might 
issue  bonds  under  the  statutes  of  Kansas,  was  a  public  mill 
which  ground  for  toll  for  all  customers.  See  Osborne  v.  Adams 
County,  106  U.  S.  181,  and  109  U.  S.  1 ;  Blair  v.  Cuming  County, 
111  U.  S.  363.  Subscriptions  and  bonds  of  towns  and  cities, 
under  legislative  authority,  to  aid  in  establishing  railroads,  have 
been  sustained  on  the  same  ground  on  which  the  delegation  to 
railroad  corporations  of  the  sovereign  right  of  eminent  domain 
has  been  justified,  the  accommodation  of  public  travel.  Bogers 
V.  Burlington,  3  Wall.  654;  Queensbury  v.  Culver,  19  Wall.  83; 
Loan  Association  v.  Topeba,  20  Wall.  661,  662;  Taylor  v.  Ypsi- 
lanti,  105  XJ.  S.  60.  Statutes  authorizing  towns  and  cities  to 
pay  bounties  to  soldiers  have  been  upheld  because  the  raising  of 
soldiers  is  a  public  duty.  Middleton  v.  Mullica,  112  U.  S.  433; 
Taylor  v.  Thompson,  42  111.  9 ;  Hilbish  v.  Catherman,  64  Pa.  St. 
154;  State  v.  Richland,  20  Ohio  St.  362;  Agawam  v.  Hampden, 
130  Mass.  528,  534. 

The  express  provisions  of  the  constitution  of  Missouri  tend  to 
the  same  conclusion.  It  begins  with  the  Declaration  of  Rights, 
the  sixteenth  article  of  which  declares  that  "no  private  property 
ought  to  be  taken  or  applied  to  public  use  without  just  compen- 
sation." This  clearly  presupposes  that  private  property  can 
not  be  taken  for  private  use.    St.  Louis  County  Court  v.  Qris- 
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wold,  58  Mo.  175,  193;  2  Kent  Com.  339  note,  340.  Otherwise, 
as  it  makes  no  provision  for  compensation  except  when  the  use 
18  public,  it  would  permit  private  property  to  be  taken  or  appro- 
priated for  private  use  without  any  compensation  whatever.  It 
is  true  that  this  article  regards  the  right  of  eminent  domain,  and 
not  the  power  to  tax ;  for  the  taking  of  property  by  taxation  re- 
quires no  other  compensation  than  the  tax-payer  receives  in  be- 
ing protected  by  the  government,  to  the  support  of  which  he  con- 
tributes. But,  so  far  as  respects  the  use,  the  taking  of  private 
property  by  taxation  is  subject  to  the  same  limit  as  the  taking 
by  the  right  of  eminent  domain.  Each  is  a  taking  by  the  state 
for  the  public  use,  and  not  to  promote  private  ends. 

The  only  other  provisions  of  the  constitution  of  Missouri  hav- 
ing any  relation  to  the  subject,  are  the  following  sections  of  the 
eleventh  article: 

'^Sec.  13.  The  credit  of  the  state  shall  not  be  given  or  loaned 
in  aid  of  any  person,  association  or  corporation,  nor  shall  the 
state  hereafter  become  a  stockholder  in  any  corporation  or  asso- 
ciation, except  for  the  purpose  of  securing  loans  heretofore  ex- 
ten(^.ed  to  certain  railroad  corporations  in  the  state. 

''Sec.  14.  The  general  assembly  shall  not  authorize  any 
county,  city,  or  town  to  become  a  stockholder  in,  or  loan  its 
credit  to,  any  company,  association  or  corporation,  unless  two- 
thirds  of  the  qualified  voters  of  such  county,  city  or  town,  at  a 
regular  or  special  election,  to  be  held  therein,  shall  ass^it 
thereto." 

Both  these  sections  are  restrictive  and  not  enabling.  The  thir- 
teenth section  peremptorily  denies  to  the  state  the  power  of  giv- 
ing or  lending  its  credit  to  or  becoming  a  stockholder  in  any 
corporation  whatever.  The  aim  of  the  fourteenth  section  is  to 
forbid  the  legislature  to  authorize  counties,  cities  or  towns,  with- 
out the  assent  of  the  tax-payers,  to  become  stockholders  in  or  to 
lend  their  credit  to  any  corporation  however  public  its  object; 
State  V.  Curators  State  University,  57  Mo.  178;  not  to  permit 
them  to  be  authorized,  under  any  circumstances,  to  raise  or 
spend  money  for  private  purposes. 

It  is  averred  in  the  answer,  and  admitted  by  the  demurrer, 
that  the  La  Grange  Iron  and  Steel  Company,  to  which  the  bonds 
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were  issued,  was  **a  private  mannfactaring  company,  formed 
and  establiidied  for  the  purpose  of  carrying  on  and  operating  a 
rolling-mill,"  and  "was  a  strictly  private  enterprise,  formed 
and  prosecuted  for  the  purpose  of  private  gain,  and  which  had 
nothing  whatever  of  a  public  character."  The  ordinance  re- 
ferred to  shows  that  the  miU  was  to  manufacture  railroad  iron; 
but  that  is  no  more  a  public  use  than  the  manufacture  of  iron 
bridges,  cts  in  the  Topeka  case,  or  the  making  of  blocks  of  stone 
or  wood  for  paving  streets.  There  eon  be  no  doubt,  therefore, 
that  the  act  of  the  legislature  of  Missouri  is  unconstitutional, 
and  that  the  bonds  expressed  to  be  issued  in  pursuance  of  that 
act  are  void  upon  their  face. 

As  for  this  reason  the  action  can  not  be  maintained,  it  is  need- 
less to  dwell  upon  the  point  that  the  answer  demurred  to,  besides 
the  special  defense  of  the  unconstitutionality  of  the  act,  contains 
a  general  denial  of  the  allegations  in  the  petition.  That  point 
was  mentioned  and  passed  over  in  the  opinion  of  the  circuit 
court,  and  was  not  alluded  to  in  argument  here,  the  parties  in 
effect  assuming  the  general  denial  in  the  answer  to  have  been 
withdrawn  or  waived,  and  the  case  submitted  for  decision  upon 
the  validity  of  the  special  defense. 

JXTDGMBNT  AFFDSMED. 


BANK  OP  THE  UNITED  STATES  v.  PLANTER'S  BANK 

OP  GEORGIA. 

In  Part. 

9  Wheat.  (U.  S.)  904.    1824. 

[Suit  by  plaintiff  upon  promissory  notes  of  defendant  pa3rable 
to  a  person  named  or  bearer  and  duly  transferred  to  plaintiff. 
The  defendant  bank  pleads  to  the  jurisdiction  of  the  United 
States  Circuit  Court  of  Georgia  (where  the  case  was  tried  and 
certified  to  the  supreme  court  on  a  division  of  opinion) ,  alleging 
that  the  state  of  Georgia  was  a  stockholder,  and  raising  the 
question  as  to  whether  the  state  was  therefore  a  party  defendant 
in  the  ease.] 
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» 

.  Marshall,  C.  J.  *  *  *  It  is,  we  think,  a  sound  principle 
that  when  a  government  becomes  a  partner  in  any  trading  com- 
pany, it  divests  itself,  so  far  as  concerns  the  transactions  of  that 
company,  of  its  sovereign  character  and  takes  that  of  a  private 
citizen.  Instead  of  communicating  to  the  company  its  privi- 
leges and  its  prerogatives,  it  descends  to  a  level  with  those  with 
whom  it  associates  itself,  and  takes  the  character  which  belongs 
to  its  associates,  and  to  the  business  which  is  to  be  transacted. 
Thus,  many  states  of  this  Union,  who  have  an  interest  in  banks, 
are  not  suable  even  in  their  own  courts,  yet  they  never  exempt 
the  corporation  from  being  sued.  The  state  of  Georgia,  by  giv- 
ing to  the  bank  the  capacity  to  sue  and  be  sued,  voluntarily 
strips  itself  of  its  sovereign  character  so  far  as  respects  the 
transactions  of  the  bank,  and  waives  all  the  privileges  of  that 
character.  As  a  member  of  a  corporation,  a  government  never 
exercises  its  sovereignty.  It  acts  merely  as  a  corporator  and  ex- 
ercises no  other  power  in  the  management  of  the  affairs  of  the 
corporation  than  are  expressly  given  by  the  incorporating  act. 
The  government  of  the  Union  held  shares  in  the  old  Bank  of 
the  United  States;  but  the  privileges  of  the  government  were 
not  imparted  by  that  circumstance  to  the  bank.  The  United 
States  was  not  a  party  to  suits  brought  by  or  against  the  bank 
in  the  sense  of  the  constitution.  So  with  respect  to  the  present 
bank.  Suits  brought  by  or  against  it  are  not  understood  to  be 
brought  by  or  against  the  United  States.  The  government,  by 
becoming  a  corporator,  lays  down  its  sovereignty  so  far  as  re- 
spects the  transactions  of  the  corporation  and  exercises  no  power 
or  privilege  which  is  not  derived  from  the  charter.  We  think, 
then,  the  Planter's  Bank  of  Georgia  is  not  exempted  from  being 
sued  in  the  federal  courts  by  the  circumstance  that  that  state  is 
a  corporator. 
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Commencement  of  Corporate  Existence.^ 

GENT  V.  MUTUAL  INSURANCE  COMPANY. 

107  III  652.     1883. 

In  Part. 

Mr.  Justice  WaiiKEB.  •  •  •  That  a  corporation  ehotdd 
have  a  full  and  complete  organization  and  existence  as  an  entity 
before  it  can  enter  into  any  kind  of  a  contract  or  transact  any 
business  would  seem  to  be  self-evident.  This  is  unconditionally 
true,  unless  the  act  of  incorporation  authorizes  the  corporators 
to  perform  acts  and  enter  into  contracts  to  bind  the  company 
when  it  shall  be  organized.  As  well  say  a  child  in  ventre  sa  mere 
may  enter  into  a  contract,  or  that  its  parents  may  bind  it  by 
contract.  A  corporation,  until  organized,  has  no  being,  fran- 
chises or  faculties.  Nor  do  those  engaged  in  bringing  it  into  be- 
ing have  any  power  to  bind  it  by  contract,  unless  so  authorized 
by  the  charter.  Until  organized  as  authorized  by  the  charter 
there  is  not  a  corporation,  nor  does  it  possess  franchises  or  facul- 
ties for  it  or  others  to  exercise  until  it  acquires  a  complete  exist- 
ence.   By  its  birth,  so  to  speak,  it  for  the  first  time  acquires  its 

faculties  to  transact  its  business  and  perform  its  functions. 
•    •    • 

In  the  case  of  Bockford,  Rock  Island  and  St.  Louis  R.  Co.  v. 
Sage,  65  111.  328,  it  was  held  that  a  railroad  incorporation  was 
not  liable  for  services  rendered  before  its  organization,  imless 
the  company  promised  to  pay  after  it  was  organized.  In  Stowe 
V.  Flagg,  72  111.  397,  it  was  held  that  the  agreement  of  parties 
intending  to  and  engaged  in  forming  a  manufacturing  corpora- 
tion to  put  in  property  as  stock,  but  which  never  was  subscribed, 
did  not  bind  the  corporation^  nor  did  the  property  become  that 
of  the  corporation,  although  it  was  used  by  the  company.  In  the 
case  of  Western  Screw  and  Manufacturing  Co.  v.  Cousley,  72 
111.  531,  it  was  held  where  the  corporators,  before  the  organiza- 
tion of  the  company  was  completed,  employed  a  superintendent, 


^See  Sec.  1231  et  seq..  Vol.  9,  Gydopedla  of  Law, 
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and  he  entered  upon  the  duties  of  the  place,  and  rendered  serv- 
ices for  the  inchoate  company,  it,  when  organized,  was  not  liable 
to  pay  for  such  services.    •    •    • 


HAWES  ET  AL.  v.  ANGLO-SAXON  PETROLEUM  COM- 
PANY  ET  AL. 

101  Mass.  385.    1869. 

Bill  in  equity,  filed  February  2, 1867,  to  charge  individual  de- 
fendants as  members  or  stockholders  in  a  manufacturing  corpor- 
ation, under  the  statute  of  1862,  ch.  218,  which  declares,  in  sec- 
tion 2,  that  *'the  members  or  stockholders"  in  such  a  corpora- 
tion shall  be  jointly  and  severally  liable  for  such  of  its  debts  as 
may  be  contracted  before  the  capital  is  fully  paid  in  and 
certificate  thereof  duly  recorded. 

On  March  16,  1865,  the  defendants  signed  certain  articles 
bearing  that  date,  certifying  that  the  subscribers  **  hereby  asso- 
ciate themselves  together  as  a  corporation  under  the  provisions 
of  the  Gen.  Stat.,  ch.  61,  and  the  several  acts  in  addition  thereto, 
for  the  purpose  of  carrying  on  the  business  of  mining  oil,  coal 
and  other  minerals;  and  agree,*'  third,  that  "the  amount  of 
capital  stock  of  said  corporation  is  hereby  fixed  and  limited  at 
$500,000;"  fourth,  that  "the  said  corporation  shall  be  estab- 
lished and  have  its  principal  place  of  business  in  Boston,  and 
may  prosecute  its  business  without  and  beyond  the  limits  of  the 
commonwealth,  as  the  corporation  elect."  On  April  1, 1865,  the 
subscribers  of  these  articles  held  their  first  meeting  and  chose 
officers. 

In  the  superior  court  in  Suffolk,  at  October  term,  1866,  the 
plaintiffs  recovered  judgment  against  the  Anglo-Saxon  Petro- 
leum Company,  by  the  default  of  the  corporation,  after  filing  an 
affidavit  of  merits  and  an  answer,  for  $4,231.71  damages  and 
$24.07  costs,  in  an  action  begun  March  17,  1866,  on  an  account 
dated  March  29,  1865,  for  the  price  of  three  steam-engines  and 
boilers.  On  this  judgment  execution  was  issued  November  16, 
1866,  and  returned  wholly  unsatisfied  January  15,  1867. 
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''The  stock  of  said  Anglo-Saxon  Petroleum  Company  was 
never  divided  into  shares,  and  never  divided  or  apportioned 
among  said  subscribers.  No  capital  was  ever  paid  in,  and  no 
certificate  of  any  payment  of  capital  was  ever  recorded.  No 
part  of  the  amount  due  on  said  judgment  has  ever  been  paid, 
and  no  change  has  occurred  among  said  subscribers  to  said 
articles.'* 

Gray,  J.  All  that  is  necessary  to  constitute  a  corporation  ag- 
gregate is  the  grant  of  a  franchise  by  the  government,  assented 
to  by  the  grantees.  In  the  case  of  the  creation  of  a  private  cor- 
poration by  special  charter,  indeed,  an  acceptance  is  ordinarily 
required  in  order  to  give  it  eflfect.  Angell  &  Ames  on  Corpora- 
tions, §§  81,  82.  But  an  act  of  the  legislature,  incorporating 
certain  persons  who  have  applied  for  a  charter,  and  their  associ- 
ates, may  constitute  the  persons  named  a  corporation  at  once 
without  further  action  on  their  part,  either  in  the  admission  of 
associates,  the  choice  of  officers,  or  the  division  of  the  capital 
stock.  Frost  v.  Prostburg  Coal  Co.,  24  How,  278;  Day  v.  Stet- 
son, 8  Qreenl.  365;  Penobscot  Boom  Co.  v.  Lamson,  16  Maine 
224;  New  York  Fire  Department  v.  Kip,  10  Wend.  266;  Narra- 
gansett  Bank  v.  Atlantic  Silk  Co.,  3  Met.  282;  Walworth  v. 
Brackett,  98  Mass.  98;  Oen.  Stat.  ch.  68,  §  3. 

By  the  Gen.  Stat.,  ch.  61,  §  1,  ''three  or  more  persons  who 
shall  have  associated  themselves  together  by  articles  of  agree- 
ment in  writing,  for  the  purpose  of  carrying  on  any  mechanical, 
mining,  quarrying  or  manufacturing  business,  except  that  of 
distilling  or  manufacturing  intoxicating  liquors,  and  shall  have 
complied  with  the  provisions  of  this  chapter,  shall  be  and  remain 
a  corporation  under  any  name  indicated  in  their  articles  of  asso- 
ciation, and  which  is  not  previously  in  use  by  any  other  corpora- 
tion or  company.''  The  meaning  and  extent  of  j;he  clause  which 
requires  that  the  associates  ''shall  have  complied  with'  the  pro- 
visions of  this  chapter"  may  be  better  understood  by  referring 
to  the  statute  of  1851,  ch.  133,  the  first  general  law  which 
authorized  such  corporations  to  be  formed  by  voluntary  associa- 
tion, and  the  intervening  acts  in  addition  thereto,  of  all  which 
the  sixty-first  chapter  of  the  General  Statutes  is  substantially  a 
re-enactment.    By  sectiou  I  of  Statute  1851,  ch.  133,  persona 
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who  should  ''assoeiate  themselves  together  according  to  the  pro- 
visions of  this  act"  under  any  name  by  them  assumed,  for  either 
of  the  purposes  specified,  and  who  should  '^  comply  with  all  the 
provisions  of  this  act"  were  declared  to  be  a  body  politic  and 
corporate.  All  the  provisions  of  that  act,  which  such  a  corpora- 
tion was  required  by  its  terms  to  comply  with  at  any  time,  were, 
that  the  articles  of  association  should  state  the  name  of  the  cor* 
poration^  fix  and  limit  the  amount  of  its  capital  stock,  and  state 
the  purpose  for  which  the  town  or  city  in  which  the  corporation 
should  be  established  and  located;  that,  before  the  corporation 
should  commence  business,  its  ofiScers  should  make,  publish  and 
file  a  certificate  of  those  and  other  facts ;  and  that  the  name  of 
the  corporation  should  indicate  its  corporate  character,  and  not 
be  the  name  of  any  other  corporation  or  company.  Stat.  1851, 
ch.  133,  §§  1-6.  And  it  was  held  that  even  an  irregularity  in  the 
articles  of  association,  such  as  the  adoption  of  a  name  already 
belonging  to  another  company,  would  not  enable  the  corporaticm 
to  defeat  an  action  against  it  by  a  creditor.  Dooley  v.  Cheshire 
Glass  Co.,  15  Gray  494.  The  direction  contained  in  the  Gen. 
Stati,  ch.  61,  §  3,  as  to  the  mode  of  calling  the  first  meeting  of 
such  a  corporation,  was  not  in  the  original  statute,  but  was  first 
inserted  in  the  statute  of  1855,  ch.  478,  section  2,  and  is  as  con- 
sistent with  holding  the  corporation  to  be  already  organized  as 
with  treating  the  first  meeting  as  necessary  to  its  oi^nization. 
The  first  section  of  the  General  Statutes,  ch.  61,  is  certainly  not 
to  be  construed  literally  as  requiring  a  compliance  with  all  the 
provisions  of  the  chapter  as  a  condition  precedent  to  the  exist- 
ence of  a  corporation;  for  many  of  them  necessarily  assume  a 
corporation  to  have  been  already  created,  such,  for  instance,  as 
making  the  officers  of  the  corporation  liable  for  its  debts  until 
they  have  signed  and  filed  certain  certificates.  Sections  8-12, 
Merrick  v.  Reynolds  Engine  &  Governor  Co.  101  Mass.  381. 
The  manifest  intent  of  the  first  section,  viewed  in  connection  with 
the  rest  of  the  chapter,  is,  that  a  corporation  shall  exist  at  least 
as  soon  as  the  first  meeting  has  been  held  and  officers  have  been 
elected,  if  not  immediately  upon  the  signing  of  the  fundamental 
articles  of  association,  by  which  the  intention  of  the  associates  to 
avail  themselves  of  the  privileges  conferred  by  the  legislature  is 
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manifested,  the  name  of  the  corporation  determined,  the  amount 
of  capital  stock  fixed,  and  the  place  in  which  and  the  purpose  for 
which  the  corporation  is  established  are  specified  Utley  v, 
Union  Tool  Co.,  11  Gray  139;  Perkins  v.  Union  ButtourHole  & 
Embroidery  Machine  Co.,  12  Allen  273;  Newoomb  v.  Reed,  12 
Allen  363. 

When  a  corporation  has  been  once  created  according  to  law, 
the  incorporated  associates  who  hold  the  corporate  franchise  are 
members  of  the  corporation,  and  a  subscriber  for  shares,  al- 
though he  has  received  no  certificate  of  stock,  or  the  stock  has 
not  even  been  divided  into  shares,  is  a  member  of  the  corpora- 
tion, and  a  stockholder  within  the  meaning  of  a  statute  making 
the  stockholders  of  the  corporation  personally  liable  for  its 
debts,  Chester  Glass  Co.  v.  Dewey,  16  Maas.  94;  Narragansett 
Bank  v.  Atlantic  Silk  Co.,  3  Met.  288,  289;  Spear  v.  Crawford, 
14  Wend.  20. 

The  statute  of  1862,  ch.  218,  entitled  **  An  act  to  define  and 
regulate  the  enforcement  of  the  liabilities  of  officers  and  stock- 
holders of  manufacturing  corporations,"  contains  the  following 
provisions,  upon  the  coDsrtruction  and  effect  of  which  this  case 
depends. 

By  section  2,  **the  members  or  stockholders  in  such  corporar 
tion  shall  be  jointly  and  severally  liable  for  its  debts  or  contracts 
in  the  following  cases,  and  not  otherwise :  First,  for  such  as  may 
be  contracted  before  the  capital  is  fully  paid  in,  and  a  certificate 
thereof  duly  recorded." 

By  section  3,  no  stockholder  in  such  corporation  shall  be  held 
liable  for  its  debts  or  contracts,  unless  a  judgment  is  recovered 
against  the  corporation,  demand  for  payment  made  upon  the 
corporation  and  not  complied  with  for  thirty  days,  and  the  exe- 
cution returned  unsatisfied. 

By  section  4,  ''after  the  execution  shall  be  so  returned,  the 
judgment  creditor,  or  any  other  creditor,  may  file  a  bill  in  equity 
in  behalf  of  himself  and  all  other  creditors  of  the  corporation, 
against  it,  and  all  persons  who  were  stockholders  therein  at  the 
time  of  the  commencement  of  the  suit  in  which  such  judgment 
was  recovered,"  for  the  recovery  of  the  sums  due  from  said  cor- 
poratipn  to  himself  and  such  other  creditors,  for  whieh  the  stock* 
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holders  may  be  personally  liable,  by  reason  of  any  act  or  omis- 
sion on  the  part  of  the  corporation  or  its  officers. 

By  section  5,  ''such  sums  as  may  be  decreed  to  be  paid  by  the 
stockholders  in  such  suit  in  equity  shall  be  assessed  upon  them 
in  proportion  to  the  amounts  of  stock  by  them  respectively  held 
at  the  time  when  the  suit  in  which  said  judgment  was  recovered 
was  begun;  but  no  stockholder  shall  be  liable  to  pay  a  larger 
sum  than  the  amount  of  stock  held  by  him  at  that  time  at  its  par 
value." 

Among  the  purposes  for  which  the  defendants  incorporated 
themselves  were  ''refining  oil,  coal  and  other  minerals/'  and 
"preparing  them  for  use."  They  were,  therefore,  strictly  a 
manufacturing  corporation,  and  equally  within  the  statutes  of 
1862,  ch.  218,  as  a  similar  corporation  established  by  special 
charter  would  be.  Peele  v.  Phillips,  8  Allen  86;  Bond  v.  Morse, 
9  Allen  471. 

The  bill  was  held  to  be  sufficient  when  this  cause  was  before  us 
upon  the  demurrer.  All  questions  of  variance  between  the 
pleadings  and  evidence  have  been  waived  by  submitting  the  case 
to  our  decision  upon  an  agreed  statement  of  facts.  Russell  v. 
Loring,  3  Allen  121;  Folger  v.  Columbian  Insurance  Co.,  99 
Mass.  267. 

It  is  admitted  that  no  part  of  the  capital  stock  of  the  corpora- 
tion has  ever  been  paid  in^  and  no  certificate  thereof  recorded; 
and  that  the  plaintifEs  have  recovered  a  judgment  in  an  action 
against  the  corporation,  ^nd  had  the  execution  issued  thereon 
duly  served  upon  the  corporation,  and  returned  unsatisfied. 

That  action  was  brought  on  the  17th  day  of  March,  1866,  a  year 
after  the  signing  of  the  defendants'  articles  of  association,  and 
almost  a  year  after  the  associates  had  held  their  first  meeting 
and  elected  officers.  Upon  any  construction  of  the  statutes,  the 
corporation  had  thus,  long  before  the  bringing  of  that  action, 
been  called  into  existence  and  made  a  legal  person,  capable  of 
holding  property  and  of  suing  and  being  sued,  and  had  a  board 
of  officers  competent  to  bind  the  corporation  by  a  new  agreement 
or  by  ratification  of  an  old  one,  made  before  the  corporation  was 
capable  of  contracting.  The  corporation,  thus  fnUy  organized 
and  represented,  filed  an  affidavit  of  merits,  and  afterwards  sub- 
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mitted  to  a  default  and  judgment  thereon.  That  judgment,  if 
not  conclusive  in  this  suit,  is  at  least  prima  facie  evidence  that 
the  debt  sued  on  was  a  debt  for  which  the  corporation  was 
liable.  The  mere  fact  that  the  account  annexed  to  the  declara- 
tion bears  date  three  days  before  such  election  ^  ofllcers  is  not 
sufficient  to  rebut  the  evidence  of  liability  afforded  by  the  judg- 
ment itself. 

The  amount  of  capital  stock  of  the  corporation  was  fixed  and 
limited  in  accordance  with  the  General  Statutes,  ch.  61,  section 
6.  The  stock  not  having  been  divided  into  shares  or  certificates 
issued,  the  associated  members  of  the  corporation  were  the  hold- 
ers of  the  whole  capital  stock  in  common,  and  would  seem,  upon 
the  facts  agreed,  to  be  liable  in  equal  proportions  for  such  sums . 
as  may  be  decreed  to  be  paid  by  them  in  this  suit.  But  as  the 
question  of  the  amount  to  be  assessed  upon  each  has  not  been 
argued  by  them,  but  only  the  question  whether  they  are  liable 
at  all,  any  additional  facts  and  considerations,  bearing  upon  the 
question  of  the  amounts  and  proportions  in  which  they  are  to  be 
charged,  may  be  submitted  to  the  master,  and,  on  the  coming  in 
of  his  report,  to  the  court. 

Decree  for  the  plaintiffs,  case  referred  to  a  master. 


Conditions  of  De  Jure  Existence.* 

MONTGOMERY  ET  AL.  v.  FORBES- 

148  Mass.  249.    1889. 

C.  Allbn^  J.  The  apparent  corporation  was  not  a  corpora- 
tion. The  statute  of  New  Hampshire  requires  five  associates, 
and  the  articles  of  agreement  must  be  recorded  in  the  town  in 
which  the  principal  business  is  to  be  carried  on,  and  the  place 
in  which  the  business  is  to  be  carried  on  must  be  distinctly 
stated  in  the  articles;  otherwise  there  is  no  corporation.  The 
defendant's  pretended  associates  were  associates  only  in  name; 
he  alone  was  interested  in  the  enterprise.    The  articles  of  agree- 


•See  Sec.  1232,  Vol.  9,  Cyclopedia  of  Law. 
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ment  were  recorded  in  Nashua,  and  stated  that  the  business  was 
to  be  carried  on  there;  bnt  it  was  not  in  fact  carried  on  there, 
and  was  not  intended  to  be.  The  defendant  took  all  the  shares 
of  the  capital  etock,  and  paid  into  himself  as  treasurer  only  50 
per  cent,  of  thS^amount  thereof.  This  is  not  a  case  where  there 
has  been  a  defective  organization  of  a  corporation  which  has  a 
legal  existence  under  a  valid  charter.  Here  there  was  no  cor- 
poration. It  was  just  the  same  as  if  the  defendant  had  done 
nothing  at  all  in  the  way  of  establishing  a  corporation,  but  had 
conducted  his  business  under  the  name  of  the  Forbes  Woolen 
Mills,  calling  it  a  corporation.  The  business  was  his  personal 
business,  which  he  transacted  under  that  name.  Fuller  v. 
Hooper,  3  Gray  334,  341.    Bryant  v.  Eastman,  7  Cush.  111. 

The  jury  found  that  he  did  not,  in  good  faith,  attempt  to  or- 
ganize the  corporation,  but  that  he  believed  it  to  be  a  valid  cor- 
poration. His  belief,  in  view  of  the  facts  of  the  case,  is  imma- 
terial. Under  this  state  of  things,  the  defendant  bought  goods 
of  the  plaintif&  for  his  own  sole  benefit,  adopting  the  name  of 
the  apparent  corporation,  which  had  no  real  existence,  and 
which  represented  nobody  but  himself.  He  can  not  escape  re- 
sponsibility for  his  purchases  by  the  device  of  putting  such  a 
mere  name  between  himself  and  the  plaintiflfs.  The  purchase 
was  in  substance  by  and  for  himself  alone.  The  plaintifEs  might 
have  repudiated  the  transaction,  and  maintained  replevin,  if 
they  had  learned  the  facts  in  time.  They  may  also  treat  the 
transaction  as  a  sale  to  thf  defendant  personally.  Fay  v.  Noble, 
7  Cush.  188,  194;  Kebier-v.  Baxter,  L.  R.  2  C-  P.  174^  183,  185; 
2  Pent  Com.  (13th  ed.)  630. 

Since  the  notes  represented  nothing,  the  plaintifib  were  at 
liberty  to  treat  them  as  void  and  recover  on  the  original  contract 
for  goods  sold.    MeUedge  v.  Boston  Iron  Co.,  5  Cush.  158,  171. 

Vbbdict  to  stand. 
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UTLBY  V.  UNION  TOOL  COMPANY. 

11  Gray  (Mass.)  139.    1858. 

Actions  of  contract  against  the  Union  Tool  Company,  de- 
scribed in  the  writs  as  '^a  corporation  established  according  to 
law,  in  Goshen,"  in  the  county  of  Hampshire.  The  principal 
defendants  were  defaulted,  and  several  persons  were  summoned 
in  as  stockholders,  pursuant  to  the  statute  of  1851,  ch.  315,  and 
filed  answers,  upon  which  trials  were  had  in  the  court  of  com- 
mon pleas  in  Hampshire.  •  •  •  Verdicts  were  taken  for 
the  plaintiffs,  and  the  respondents  alleged  exceptions.  The 
other  facts  sufficiently  appear  in  the  opinion. 

These  cases  were  argued  at  Northampton  in  September,  1858, 
and  decided  at  Boston  in  April,  1860. 

BiGELOw,  J.  There  can  be  no  doubt  that  the  burden  of  proof 
was  on  the  plaintiffs,  to  show  the  legal  existence  of  a  corpora- 
tion, of  which  the  persons  summoned  in  the  action  were  mem- 
bers, and  for  the  debts  of  which  they  were  personally  liable. 
This  is  the  precise  issue  which,  by  statute  1851,  ch.  315,  §  2,  it 
was  intended  should  be  open  to  a  stockholder  on  his  being  admit- 
ted to  defend  the  action  as  therein  provided.  It  is  to  be  made 
to  appear  that  he  is  liable  in  the  action ;  otherwise,  he  is  entitled 
to  judgment  in  his  favor  **upon  the  issues  joined.''  It  has  al- 
ready been  determined  that  under  this  provision  an  alleged 
stockholder  can  not  be  allowed  to  make  a  general  defense  to  an 
action  against  a  corporation,  by  calling  in  question  the  validity 
of  the  debt  which  is  sought  to  be  recovered,  or  disputing  the 
amount  averred  to  be  due,  but  that  he  has  a  right  to  a  hearing 
and  adjudication  on  the  question  whether  he  is  a  member  of  a 
corporation  and  liable  as  such  for  its  debts.  Holyoke  Bank  v. 
Goodman  Paper  Mfg.  Co.,  9  Cush.  582.  It  is  obvious  that  the 
trial  of  the  issue  which  is  thus  opened  to  an  alleged  stockholder 
necessarily  involves  the  question  of  the  legal  existence  of  the  cor- 
poration, for  the  debt  of  which  he  is  sought  to  be  charged,  be- 
cause his  liability  depends  on  the  nature  of  the  corporate  body 
and  of  the  powers  and  duties  with  which  it  was  clothed  by  law. 
Until  these  are  shown,  it  can  not  be  known  whether  the  stock- 
holder is  legally  chargeable  or  not.    Doabtless  there  may  be 


Digitized  by 


Google 


174  CBBATION  OF  OORPORATION& 

csuses  where  the  existence  of  a  corporation,  and  the  character 
and  deacription  of  its  functions  and  privileges,  may  be  shown 
by  prescription  or  long  user.  In  such  case  a  charter  or  legis- 
lative grant  of  corporate  powers  may  be  presumed.  But  no  such 
inference  of  presumption  can  exist  in  the  present  cases,  nor  do 
the  plaintiffs  attempt  to  maintain  their  claims  to  charge  the  per- 
sons summoned  on  any  such  ground.  On  the  contrary,  the 
whole  case  rests  on  the  allegation  that  the  respondents  are  liable 
as  stockholders  in  a  corporation  created  and  established  under 
the  recent  statute,  entitled  ''an  act  relating  to  joint  stock  com- 
panies.''   Statute  1851,  ch.  133. 

But  it  seems  to  us  that  the  evidence  offered  at  the  trial  fails 
to  show  that  the  alleged  corporation  ever  had  any  legal  exist- 
ence. By  reference  to  the  first  section  of  the  statute,  it  will  be 
found  that,  in  order  to  establish  a  corporation  under  it,  it  is 
necessary  that  not  less  than  three  persons  should  enter  into 
"articles  of  agreement  in  writing,"  for  the  purpose  of  carrying 
on  business  of  the  nature  specified  in  the  statute.  By  these 
articles  it  is  provided,  in  sections  2  and  3,  the  amount  of  capital 
stock  shall  be  fixed  and  limited,  and  the  purpose  for  which  and 
the  place  in  which  the  corporation  is  to  be  established  shall  be 
distinctly  and  definitely  set  forth.  By  section  4,  it  is  further 
provided  that,  before  commencing  business,  a  certificate  shall  be 
made  of  the  name,  purpose,  capital  stock  and  other  particulars 
concerning  the  constitution  and  objects  of  the  corporation,  to  be 
published  and  recorded  as  therein  required.  And  by  section  5 
it  is  provided  that,  *'when  such  persons  are  organized  as  afore- 
said"—that  is,  by  articles  of  agreement  as  above  set  forth— 
*'they  shall  become  a  corporation,  with  all  the  powers  and  priv- 
ileges and  subject  to  all  duties,  restrictions  and  liabilities  set 
forth  in  the  thirty-eighth  and  forty-fourth  chapters  of  the  Re- 
vised Statutes."  There  can  be  no  doubt  of  the  construction 
which  ought  to  be  given  to  these  provisions.  The  implication  is 
clear  and  unavoidable  that,  until  the  organization  is  completed 
according  to  the  requirements  of  the  statute,  the  association  does 
not  become  a  corporation,  and  does  not  possess  corporate  rights 
or  privileges,  nor  is  it  subject  to  the  duties  and  liabilities  of  a 
manufacturing  corporation,  among  which  is  the  liability  of  the 
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stockholders  for  the  corporate  debts,  if  certain  provisions  of  law 
are  not  complied  with.  There  is  an  obvious  reason  for  making 
guch  organization  by  written  articles  of  agreement  a  condition 
precedent  to  the  exercise  of  corporate  rights.  It  is  the  basis  on 
which  all  subsequent  proceedings  are  to  rest,  and  is  designed  to 
take  the  place  of  a  charter  or  act  of  incorporation,  by  which  cor- 
porate privileges  are  usually  granted.  If  there  were  no  such 
requirement,  there  would  be  an  absence  of  any  provisions  by 
which  the  right  to  exercise  corporate  power  could  be  definitely 
fixed  and  established,  and  there  would  be  no  means  of  ascertain- 
ing the  rights  of  stockholders  or  of  persons  dealing  with  such 
associations. 

Upon  an  examination  of  the  evidence  adduced  at  the  trial, 
there  is  nothing  to  show  that  any  articles  of  agreement  were  ever 
entered  into  for  the  formation  of  a  corporation  under  the 
statute.  That  some  organization  took  place  with  a  view  to  estab- 
lish a  corporation  is  abundantly  shown.  But  the  essential  fact 
is  wanting  to  show  that  the  persons  engaged  in  the  enterprise 
ever  complied  with  the  condition  precedent  to  their  right  to  as- 
sume the  name  and  functions  of  a  corporation.  It  is  not  a  case 
of  a  defective  organization  under  a  charter  or  act  of  incorpora- 
tion, nor  of  erroneous  proceedings  after  the  necessary  steps  were 
taken  to  the  assumption  of  corporate  powers,  but  there  is  an  ab- 
solute want  of  proof  that  any  corporation  was  ever  called  into 
being  which  had  the  power  of  contracting  debts  or  of  rendering 
persons  liable  therefor  as  stockholders. 

We  are  not  called  on  now  to  say  whether  the  plaintiffs  have 
any  remedy  for  the  collection  of  their  debt  against  those  who 
participated  in  the  transactions  connected  with  the  attempted 
organization  of  the  supposed  corporation.  It  is  sufiScient  for  the 
decision  of  this  case  that  the  respondents  can  not  be  held  liable 
in  the  action  for  the  debts  of  a  corporation  which  has  never  had 
any  legal  existence. 

Exceptions  sustained. 
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Conditions  of  De  Facto  Existence.* 

PINNBGAN  V.  NOERENBERG. 

52  Minn.  239,  38  Am.  8t.  Rep.  552.    1893. 

GiLFiLLAN,  C.  J.  Eight  persons  signed,  acknowledged  and 
caused  to  be  filed  and  recorded  in  the  ofl5ce  of  the  city  clerk  in 
Minneapolis,  articles  assnming  and  purporting  to  form,  under 
laws  of  1870,  ch.  29,  a  corporation,  for  the  purpose,  as  specified 
in  them,  of  ''buying,  owning,  improving,  selling  and  leasing  of 
lands,  tenements  and  hereditaments,  real,  personal  and  mixed 
estates  and  property,  including  the  construction  and  leasing  of 
a  building  in  the  city  of  Minneapolis,  Minn.,  as  a  hall  to  aid  and 
cary  out  the  general  purposes  of  the  organization  known  as  the 
'Knights  of  Labor.'  "  The  association  received  subscriptions 
to  its  capital  stock,  elected  directors  and  a  board  of  managers, 
adopted  by-laws,  bought  a  lot,  erected  a  building  on  it,  and, 
when  completed,  rented  different  parts  of  it  to  different  parties. 
The  plaintiff  furnished  plumbing  for  the  building  during  its 
construction,  amounting  to  $599.50,  for  which  he  brings  this  ac- 
tion against  several  subscribers  to  the  stock,  as  oo-partners, 
doing  business  under  the  firm  name  of  the  "K.  of  L.  Building 
Association."  The  theory  upon  which  the  action  is  brought  is 
that,  the  association  having  failed  to  become  a  corporation,  it  is 
in  law  a  partnership,  and  the  members  liable  as  partners  for 
the  debts  incurred  by  it. 

It  is  claimed  that  the  association  was  not  an  incorporation  h^ 
cause— ^r«f,  the  act  under  which  it  attempted  to  become  incor- 
porated, to  wit  Laws  1870,  ch.  29,  is  void,  because  its  subject  is 
not  properly  expressed  in  the  title;  second,  the  act  does  not 
authorize  the  formation  of  corporations  for  the  purpose  or  to 
transact  the  business  stated  in  the  articles ;  third,  the  place  where 
the  business  was  to  be  carried  on  was  not  distinctly  stated  in  the 
articles,  and  they  had,  perhaps,  some  other  minor  defects. 

It  is  unnecessary  to  consider  whether  this  was  a  de  jure  cor- 
poration, so  that  it  could  defend  against  a  quo  warranto,  or  an 


*See  Sec.  1233,  Vol.  9,  Cyclopedia  of  Law. 
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action  in  the  nature  of  a  quo  warranto,  in  behalf  of  the  state ; 
for  although  an  association  may  not  be  able  to  justify  itself 
when  called  on  by  the  state  to  show  by  what  authority  it  aasumes 
to  be  and  act  as  a  corporation,  it  may  be  so  far  a  corporation 
that,  for  reasons  of  public  i)olicy  no  one  but  the  state  will  be 
permitted  to  call  in  question  the  lawfulness  of  its  organization. 
Such  is  what  is  termed  a  corporation  de  facto,  that  is,  a  corpora- 
tion from  the  fact  of  its  acting  as  such,  though  not  in  law  or  of 
right  a  corporation.  What  is  essential  to  constitute  a  body  of 
men  a  de  facto  corporation  is  stated  by  Selden,  J.,  in  Methodist, 
etc..  Church  v.  Pickett,  19  N.  Y.  482,  as  "  (1)  the  existence  of  a 
charter  or  some  law  tender  which  a  corporation  u)ith  the  powers 
assumed  might  lawfully  he  created;  and  (2)  a  user  hy  the  party 
to  the  suit  of  the  rights  claimed  to  he  conferred  ty  such  a  charter 
or  lawJ*  This  statement  was  apparently  adopted  by  this  court 
in  Bast  Norway  Church  v.  Froislie,  37  Minn.  447,  85  N.  W.  Eep. 
260,  but  as  it  leaves  out  of  account  any  attempt  to  organize 
under  the  charter  of  law,  we  think  the  statement  of  what  is  es- 
sential defective.  The  definition  in  Taylor  on  Private  Corpora- 
tions (page  145)  is  more  nearly  accurate:  ''When  a  body  of 
men  are  acting  as  a  corporation,  under  color  of  apparent  organi- 
zation, in  pursuance  of  some  charter  or  enabling  act»  their 
authority  to  act  as  a  corporation  can  not  be  questioned  collater- 
ally." 

To  give  a  body  of  men  assuming  to  act  as  a  corporation,  where 
there  has  been  no  attempt  to  comply  with  the  provisions  of  any 
law  authorizing  them  to  become  such,  the  status  of  a  de  facto 
corporation  might  open  the  door  to  frauds  upon  the  public  It 
would  certainly  be  impolitic  to  permit  a  number  of  men  to  have 
the  status  of  a  corporation  to  any  extent  merely  because  there 
is  a  law  under  which  they  might  have  become  incorporated,  and 
they  have  agreed  among  themselves  to  act,  and  they  have  acted, 
as  a  corporation.  That  was  the  condition  in  Johnson  v.  Corser, 
34  Minn.  355,  25  N.  W.  Rep.  799,  in  which  it  was  held  that  what 
had  been  done  was  ineffectual  to  limit  the  individual  liability  of 
the  associates.  They  had  not  gone  far  enough  to  become  a  de 
facto  corporation.    They  had  merely  signed  tiie  articles,  but  had 
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not  attempted  to  give  them  publicity  by  filing  for  record,  wUch 
the  statute  required. 

''Color  of  apparent  organization  under  some  charter  or  en- 
abling acf  does  not  mean  that  there  shall  have  been  a  fuU  com- 
pliance with  what  the  law  requires  to  be  done,  nor  a  substantial 
compliance.  A  substantial  compliance  will  make  a  corporation 
de  jure,  but  there  must  be  an  apparent  attempt  to  perfect  an  or- 
ganization under  the  law.  There  being  such  apparent  attempt 
to  perfect  an  organization,  the  failure  as  to  some  substantial  re- 
quirement will  prevent  the  body  being  a  corporation  de  jure; 
but,  if  there  be  user  pursuant  to  such  attempted  organization,  it 
will  not  prevent  it  being  a  corporation  de  facto. 

The  title  to  chapter  29  is  ''an  act  in  relation  to  the  formation 
of  co-operative  associations. ''  Appellant's  counsel  angues  that 
the  body  of  the  act  does  not  contain  a  single  element  of  "co- 
operation/'  as  that  term  is  generally  understood.  But  how  it 
is  generally  understood  he  does  not  inform  us.  In  a  broad  sense, 
all  associations,  whether  corporations  or  partnerships,  are  co- 
operative, for  all  the  members,  either  by  their  labor  or  capital, 
or  both,  co-operate  to  a  common  purpose.  There  is  undoubtedly, 
in  popular  use  of  the  terms,  a  more  limited  sense,  though  the 
precise  limits  are  not  well  defined.  There  is  no  legal,  as  distin- 
guishable from  their  popular  signification.  In  the  Century 
Dictionary  the  term  "co-operative  society"  is  defined,  "a  union 
of  individuals,  commonly  laborers  or  small  capitalists,  formed 
•  •  •  for  the  prosecution  in  common  of  a  productive  enter- 
prise, the  profits  being  shared  in  accordance  with  the  amount  of 
capital  or  labor  contributed  by  each  member."  Taking  the  dis- 
tinctive feature  of  a  co-operative  society  to  be  that  it  is  made  up 
of  laborers  or  small  capitalists,  it  is  manifest  that  the  chapter 
intends  to  deal  with  just  that  sort  of  associations.  Not  only  does 
it  contemplate  that  the  operations  of  the  corporations  shall  be 
local,  but  the  capital  stock  is  limited  to  $50,000,  the  stock  which 
one  member  may  hold  to  $1,000.  No  one  can  become  a  share- 
holder without  the  consent  of  the  managers,  and  no  one  is  en- 
titled to  more  than  one  vote. 

The  provisions  in  the  body  of  the  act  are  in  accord  with  the 
title;  and  it  is  therefore  not  open  to  the  objection  made  against  it 
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The  purposes  for  which,  under  the  act,  corporations  may  be 
formed,  are  '^of  trade,  or  of  carrsdng  on  any  lawful  mechanical, 
manufacturing  or  agricultural  business."  The  main  purpose  of 
the  act  being  to  enable  men  of  small  capital,  or  of  no  capital  but 
their  labor  and  their  skill  in  trades,  to  form  corporations,  for 
the  purpose  of  giving  employment  to  such  capital  or  labor  and 
skill,  and  language  expressing  the  purposes  for  which  such  cor- 
porations may  be  formed  ought  not  to  be  narrowly  construed. 
Giving  a  reasonably  liberal  meaning  to  the  word  "trade"  in  the 
act,  it  would  include  the  buying  and  selling  of  real  ertate,  and, 
upon  a  similar  construction,  the  word  "mechanical"  would  in- 
clude the  erection  of  buildings.  The  doing  of  the  mason,  or 
brick,  or  carpenter,  or  any  other  work  upon  a  building  is  cer- 
tainly mechanical.  There  can  be  little  question  that  corporations 
might  be  formed  to  do  either  of  those  kinds  of  work  on  build- 
ings, and,  that  being  so,  there  is  no  reason  why  they  may  not  be 
formed  to  do  all  of  them.  There  is  no  reason  to  claim  that  such 
a  corporation  must  do  its  work  as  a  contractor  for  some  other 
person.  It  may  do  it  for  itself,  and,  as  the  act  authorizes  the 
corporation  to  "take,  hold  and  convey  such  real  and  personal 
estate  as  is  necessary  for  the  purposes  of  its  organization,"  it 
may,  instead  of  working  for  others  as  a  contractor,  make  its 
profit  by  buying  real  estate,  erecting  buildings  on  it,  and  either 
selling  or  holding  them  for  leasing. 

The  omission  to  state  distinctly  in  the  arKdes  the  place  loithin 
iohidt  the  business  is  to  be  carried  on,  though  that  might  be  es- 
sential to  make  it  a  de  jure  corporation,  would  not  prevent  it  be- 
coming  one  de  facto. 

The  foundation  for  a  de  facto  corporation  having  been  laid  by 
the  attempt  to  organize  under  the  law,  the  user  shown  was  sufB- 
eient. 

JtTDOHENT  AFFIBMED. 

Note.    See  note  at  end  of  Cochran  v.  Arnold,  infra,  p,  tt29. 
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Conditions  of  Existence  by  Estoppel.* 
ESTEY  MANUFACTUEINQ  COMPANY  v.  RUNNELS- 

55  Mich.  130.    1884. 

Chakplik^  J.  This  action  was  commenced  before  a  circuit 
conrt  commissioner  to  recover  the  possession  of  certain  land  de- 
scribed in  the  complaint,  and  averring  that  the  defendant  holds 
the  same  unlawfully  and  against  the  rights  of  the  Estey  Manu- 
facturing Company.  December  3,  1883,  was  the  return  day, 
when  the  defendant  appeared  and  pleaded  not  guilty.  The 
cause  was  then  tried  and  judgment  rendered  in  favor  of  the 
plaintiff;  and  on  the  8th  day  of  December,  1883,  the  defendant 
appealed  the  suit  to  the  circuit  court  for  the  county  of  Shiawas- 
see. The  cause  was  tried  in  the  circuit,  April  3,  1884,  when  the 
plaintiff  again  had  a  verdict,  whereupon  the  defendant  brings 
the  suit  to  this  court  by  writ  of  error.    •    •    • 

Defendant  also  introduced  and  read  in  evidence  a  duly  certi- 
fied copy  of  the  articles  of  association  of  the  plaintiff  corpora- 
tion, from  which  it  appeared  that  there  were  but  three  corpora- 
tors, two  of  whom  resided  in  Michigan  and  one  in  Vermont.  The 
acknowledgment  of  Jacob  W.  Estey  was  taken  before  a  person 
styling  himself  a  notary  public,  but  his  official  character  and 
authority  to  take  acknowledgments  was  not  authenticated  in  ac- 
cordance with  the  requirements  of  our  statutes.  The  defend- 
ant's counsel  requested  the  court  to  charge  the  jury  as  follows: 
•    •    • 

'^ Fourth.  That  the  articles  of  association  filed  in  said  cause 
and  read  therein  are  void  under  the  law.'*    •    •    • 

The  third  and  fourth  requests  refer  to  the  same  point,  and 
may  be  considered  together.  Where  a  body  assumes  to  be  a  cor- 
poration and  acts  under  a  particular  name,  a  third  party  deal- 
ing with  it  under  such  assumed  name  is  estopped  to  deny  its  cor- 
porate existence.  Such  is  the  general  rule,  founded  upon  equit- 
able principles,  and  if  any  exceptions  exist,  it  is  only  where 
''there  are  no  facts  which  make  it  legally  unjust  to  forbid  its 


^See  Sec  1284  et  seq.,  Vol.  9,  Cyclopedia  of  Law. 
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denial."  Doyle  v.  Mizner,  42  Mich.  337.  In  this  case  the  de- 
fendant introduced  in  evidence  the  execution  upon  which  the 
sale  was  made.  From  this  it  appears  that  it  was  issued  upon  a 
judgment  rendered  for  damages  for  the  nxm-perf ormance  of  cer- 
tain promises  and  undertakings  made  by  this  defendant  to  the 
Estey  Manufacturing  Company,  which  shows  that  the  defendant 
had  had  dealings  with  the  plaintiff  as  a  corporation  in  the  name 
assumed  by  it  He  was  therefore  estopped,  not  only  by  having 
dealt  with  it  aa  a  corporation,  but  by  the  judgment  in  the  case, 
to  deny  its  corporate  existence.  The  execution,  sale  and  sheriff's 
deeds  all  result  from  the  contract  relation  voluntarily  entered 
into  between  the  defendant  and  this  corporate  body,  and  it  would 
be  manifestly  unjust  and  inequitable  to  permit  the  defendant  to 
question  the  legal  corporate  existence  of  the  plaintiff  in  this 
collateral  proceeding. 

For  these  reasons  the  requests  were  properly  refused,  and  the 
judgment  is  affirmed. 

The  other  -justices  concurred. 


FITZPATRICK,  RECBIVBR,  v.  RUTTER. 
160  lU.  282.    1896. 

Mr.  Justice  Wilkin  delivered  the  opinion  of  the  court: 
On  November  20,  1893,  George  Rutter  filed  in  the  circuit 
court  of  Cook  county  his  declaration  in  assumpsit  against  the 
Switchmen's  Mutual  Aid  Association  of  North  America,  of 
which  he  was  a  member,  to  collect  an  indemnity  of  $1,000, 
claimed  to  be  due  him,  under  the  rules  of  the  association,  for  in- 
juries sustained  in  a  railroad  accident.  Summons  was  issued 
and  served  upon  the  officers  of  the  association,  but  the  declara- 
tion was  not  filed  ten  days  prior  to  the  first  day  of  the  January 
term,  1894.  By  agreement  of  counsel,  however,  it  was  stipulated 
that  the  association  would  take  no  advantage  of  the  failure  to 
file  the  declaration  in  the  proper  time.  The  declaration  was 
filed  on  the  first  day  of  the  January  term,  1894,  and  on  March 
13,  following,  no  plea  being  on  file,  judgment  by  default  was 
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taken  against  the  defendant  association.  Execution  having  been 
issued  thereon  and  returned  no  property  found.  Butter,  on  June 
18,  1894,  filed  a  creditor's  bill  in  the  superior  court  of  Cook 
county,  based  on  the  judgment  of  March  13,  to  discover  and 
reach  moneys  in  the  hands  of  the  association.  The  defendant 
was  served  with  summons,  just  as  it  was  in  the  suit  at  law.  No 
answer  being  made,  it  was  defaulted.  The  ofiBcers  of  the  associa- 
tion answered  for  themselves  and  the  other  members  of  the 
association,  and  upon  their  answer  being  replied  to,  the  cause 
was  referred  to  a  master,  and  proofs  were  taken  upon  the  issue 
thus  formed.  The  decree  of  the  court  was  in  favor  of  complain- 
ant. Defendants  severally  prayed  an  appeal,  but  afterward 
withdrew  their  prayer  for  appeal,  and  John  E.  Fitzpatrick,  as 
receiver  of  the  association,  having  been  appointed  by  the  circuit 
court  on  July  21,  1894,  made  himself  a  party  to  the  cause  and 
perfected  the  appeal.  The  cause  was  taken  to  the  appellate  court 
for  the  First  district,  and  is  brought  here  to  reverse  the  decision 
of  aflSrmance  in  that  court. 

The  first  ground  upon  which  the  appellant  relies  for  reversal 
here  is  that  the  circuit  court  had  no  jurisdiction  over  the  person 
of  the  defendant  association,  as  it  was  sued  as  a  corporation, 
summons  being  issued  and  served  upon  its  officers  only,  instead 
of  each  of  the  members,  as  should  have  been  done,  to  bring  a  vol- 
untary association  within  the  jurisdiction  of  the  court.  If  a 
court  has  proceeded  without  jurisdiction,  its  judgment  is  abso- 
lutely void  for  every  purpose,  and  will  be  so  declared  in  any 
court  in  which  it  may  be  presented,  and  that  question  is,  there- 
fore, proper  to  be  considered  here.  But  we  think,  from  an  ex- 
amination of  the  record,  the  appellate  court  and  the  trial  court 
were  justified  in  finding,  from  the  evidence,  that  the  association 
was  a  de  facto  corporation,  and  properly  served  with  process. 
The  Switchmen's  Mutual  Aid  Association  of  North  America  had 
an  organization,  consisting  of  directors,  a  president,  secretary 
and  other  officers.  Its  name  implied  a  corporate  body.  It  au- 
thenticated its  acts  by  a  common  seal  and  exercised  corporate 
powers,  and  it  is  thus  estopped  from  denying  its  corporate  exist- 
ence. United  States  Express  Co.  v.  Bedbury,  34  Dl.  459.    •   •    • 

JUDOMENT  AFFIRMED. 
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THE  BODY  CORPORATE.* 

Organs  of  Actian.^^ 

THE  METHODIST  EPISCOPAL  CHURCH  v.  SHEBMAN. 

36  Wis.  404.    1874. 

Suit  by  the  church  to  recover  on  an  alleged  agreement  by  the 
defendant  to  pay  one  hundred  dollars  necessary  to  complete  the 
church  edifice.  The  Rev.  Dr.  Hatfield  was  engaged  to  conduct 
the  services  at  the  dedication,  and  he  was  requested  by  an  in- 
formal meeting  of  the  trustees,  pastor  and  class  leaders  to  solicit 
subscriptions  during  the  dedication  exercises,  but  was  not  ap- 
pointed agent  to  receive  such  by  any  vote  of  either  trustees  or 
the  corporation.  He  called  for  subscriptions  and  named  a  per- 
son to  write  down  names  and  amounts  as  subscribed.  Defendant 
agreed  to  take  or  be  put  down  for  the  last  hundred  dollars  neces- 
sary and  his  name  was  so  put  down.  A  few  days  later,  and  be- 
fore any  meeting  had  been  held,  one  of  the  trustees  called  on  the 
defendant  to  perform  his  agreement,  at  which  time  he  undertook 
to  revoke  his  promise.  Judgment  below  was  for  the  plaintiff 
and  defendant  appealed. 

Ryan,  C.  J.  •  •  •  The  respondent  is  a  corporation  ag- 
gregate, having  a  board  of  trustees  to  manage  its  affairs.  We 
need  not  stop  to  consider  how  far  the  power  to  contract  is  in 
the  aggregate  body  or  in  the  select  body.  It  must  be  wholly 
in  the  one  or  the  other,  or  partly  in  both.  There  may  be  a  doubt 
whether  it  can  contract  by  parol,  except  through  an  agent  au- 
thorized by  vote.    A.  &  M.  Turnpike  Co.  v.  Hay,  7  Mass.  107. 


*See  Sees.  1237-1267,  Vol.  9,  Cyclopedia  of  Law. 
^*See  Sec  1240  et  seq.,  VoL  9,  Cyclopedia  of  Law. 
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But,  pretermitting  that  question,  it  could  certainly  contract 
only  through  the  a^^regate  body  by  vote,  or  through  the  select 
body  by  vote,  or  through  an  agent  authorized  by  vote  of  one 
body  or  the  other,  or  both.    Angell  and  Ames,  §§  231,  232. 

It  does  not  appear  in  the  record  that  Dr.  Hatfield  was  ap- 
pointed agent  to  receive  subscriptions  by  vote  of  either  body. 
On  the  contrary,  it  does  appear  by  the  evidence  of  one  of  the 
trustees  that  his  only  show  of  authority  was  a  request  at  an 
informal  meeting  of  the  trustees,  pastor  and  class  leaders.  This 
gave  him  no  authority  for  the  corporation. 

He  solicited  subscriptions,  during  a  religious  service,  for  a 
religious  purpose.  Manifestly  there  was  present  no  formal 
meeting  of  the  corporation  aggregate  or  of  the  select  body.  The 
appellant  then  made  the  offer  when  there  was  present  no  body 
or  agent  authorized  to  accept  it  for  the  corporation.  It  re- 
mained a  mere  offer,  which  the  appellant  might  retract  until 
accepted  by  the  corporation.    Addison  on  Con.,  36.    •    •    • 

JUDOMBNT  BBVEBSBD. 


Functions  of  Shareholders  and  Directors,^ 

METROPOLITAN   ELEVATED   R.   CO.   v.   MANHATTAN 
ELEVATED  R.  CO. 

11  Daly's  (N.  Y.  Com.  Pleas)  373.    1884. 

Van  Brunt,  J.  •  •  •  That  the  directors  of  a  corporation 
are  agents  seems  to  be  clearly  recognized  in  all  the  cases  in 
which  the  relations  of  directors  and  shareholders  to  their  corpor- 
ation have  been  discussed. 

It  is  said  in  Twin  Lick  Oil  Co.  v.  Marbury  (91  U.  S.  587, 
589)  that  the  directors  are  the  officers  or  agents  of  the  corpora- 
tion, and  represent  the  interests  of  that  abstract  legal  entity, 
and  of  those  who  own  the  shares  of  its  stock. 

In  Cumberland  Coal,  etc.,  Co.  v.  Sherman  (30  Barb.  553, 
571)  the  court  says:    ''There  can  be  no  question  at  the  present 


*See  Sec.  1242,  Vol.  9,  Cyclopedia  of  Law. 
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time  that  a  director  of  a  corporation  is  the  agent  or  trustee  of 
the  stockholders." 

In  Angell  &  Ames  on  Corporations,  §  771,  it  is  stated  that 
''The  stockholders  compose  the  company,  and  the  managers, 
directors  or  officers  are  their  agents,  neeeasaiy  for  the  manage- 
ment of  the  affairs  of  the  company,  but  they  are  not  essential 
to  its  existence  as  snch,  not  forming  one  of  the  integral  parts." 

In  Abbott  V.  American  Hard  Eubber  Co.  (33  Barb.  57S)  the 
court  says,  at  the  foot  of  page  591:  ''Boards  of  directors  are 
agents  of  the  corporation  to  manage  its  affairs  and  carry  out 
the  purpose  and  object  of  its  formation." 

The  directors  thus  being  the  agents  of  the  corporation,  what 
are  their  powers  and  whence  are  they  derived,  and  how  must 
corporate  powers  residing  in  the  corporation,  the  right  to  exer- 
cise which  is  not  vested  in  the  directors,  be  brought  into  opera- 
tion) These  questions  are  so  intimately  connected  that  they 
must  be  disposed  of  together. 

The  powers  of  directors  are  such  as  are  conferred  by  the  char- 
ter of  their  corporation  and  the  laws  pertaining  thereto,  and 
such  corporate  powers  as  are  not  conferred  by  law  upon  the 
directors  remain  in  the  corporation  to  be  exercised,  or  at  least 
set  in  motion  by  its  component  parts,  the  shareholders. 

In  the  case  at  bar  the  charter  provided  that  the  directors 
were  to  manage  the  business  and  affairs  of  the  company;  and 
the  question  involved  in  this  branch  of  the  case  is  whether  this 
language  conferred  the  right  to  exercise  every  corporate  power 
possessed  by  the  corporation  or  merely  to  manage  the  ordinary 
business  and  affairs  of  the  company  for  the  carrying  on  of 
which  it  was  organized,  leaving  the  right  remainrug  in  the  share- 
holders composing  the  company  to  set  in  motion  or  confirm  cor- 
porate action  within  the  limits  of  its  powers,  but  extraordinary 
and  unusual  in  its  nature. 

Within  the  sphere  of  their  duties  the  right  of  the  directors  is 
undoubtedly  exclusive,  and,  further,  all  corporate  acts  must 
be  done  through  them,  as  they  are  exclusive  executive  and  ad- 
ministrative authority,  but,  nevertheless,  all  corporate  i)owers 
do  not  reside  in  the  board  of  directors. 

It  is  true  that  the  court  says,  in  McCullough  v.  Moss  (5 
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Denio  567,  575),  that:  **When  a  charter  invests  a  board  with 
the  power  to  manage  the  concerns  of  a  corporation  the  power 
is  ezclusiye  in  its  character.  The  corporators  have  no  right  to 
interfere  with  it,  and  courts  will  not,  even  on  a  petition  of  a 
majority,  compel  the  board  to  do  an  act  contrary  to  its  judg- 
ment." 

That  case  was  an  action  to  recover  upon  a  promissory  note, 
which  the  corporation  in  the  exercise  of  its  legitimate  business 
could  have  made,  and  the  question  presented  was  whether  exe- 
cution was  proved.  The  note  was  signed  by  the  president  and 
secretary  of  the  company,  but  no  authority  from  the  board  of 
directors,  who,  by  the  charter,  were  to  conduct  the  affairs  of  the 
company,  to  the  president  and  secretary,  was  shown.  Some 
resolution  of  the  shareholders  was  diown,  but  it  had  no  relation 
to  this  question,  and  then  the  court  uses  the  language  above 
quoted.  This  case  nowhere  decides  that  the  directors  are 
clothed  with  all  the  corporate  powers.  It  may  be  cited  as  an 
authority  for  the  proposition  that  the  shareholders  can  not  com- 
pel the  directors  to  act  in  any  manner  against  their  judgment  in 
the  exercise  of  a  corporate  power  which  remains  in  the  corpora- 
tion. 

For  example,  if  the  power  to  lease  was  vested  in  the  corpora- 
tion, but  the  directors  could  not,  because  of  the  limitation  in 
the  charter,  exercise  this  power,  the  shareholders  could  not  cause 
the  lease  to  be  executed  and  delivered,  nor  could  they  compel 
the  directors  to  execute  and  deliver  the  same  against  their  own 
judgment;  all  that  the  shareholders  could  do  would  be  to  au- 
thorize the  directors  to  act  or  confirm  an  act  of  the  directors 
which  would  be  incomplete  without  such  ratification.    •    •    • 

After  an  examination  of  the  reasoning  in  all  the  adjudicated 
cases  (which  has  been  hy  no  means  cursory),  after  a  considera- 
tion of  the  principles  governing  the  relations  of  shareholders 
of  a  corporation  and  its  directors,  conceding  that  a  corporation 
can  do  no  act  unless  specially  authorized  thereto,  except  through 
its  hoard  of  directors,  I  am  irresistibly  brought  to  the  conclu- 
sion that  acts  making  organic  or  fundamental  changes  in  the 
character  or  business  of  the  corporation,  can  not  be  done  either 
by  the  directors  alone,  or  by  the  shareholders  alone;  but  that 
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both  the  executive  and  administrative  officers  of  the  corporation 
must  urvite  with  the  shareholders  of  the  corporation,  who  con- 
fer the  right  to  act  upon  the  individuals  intrusted  with  the  office 
of  directors;  that  directors  are  merely  temporary  officers  of  the 
corporation,  by  virtue  of  their  office  entitled  to  manage  the  busi- 
ness and  affairs  of  the  corporation  during  their  term  of  office, 
without  interference  from  the  stockholders,  but  they  can  not 
say  that  a  new  board  of  directors,  although  duly  elected  by  the 
stockholders,  shall  never  thereafter  interfere  with  the  manage- 
ment of  the  properties  of  the  corporation,  becatLse  they  have 
placed  their  possessions  and  management  into  other  hands  for- 
ever. •  •  • 
Judgment  fob  plaintiff. 


Functions  of  the  President.^ 

NATIONAL  STATE  BANK  v.  VIGO  COUNTY  NATIONAL 

BANK. 

141  Ind.  352,  50  Am.  St.  Rep.  330.    1895. 

Action  to  set  aside  two  mortgages  held  by  Vigo  Bank,  pur- 
porting to  have  been  executed  by  Sanford  Tool  Company  by  its 
president,  "on  his  own  motion  and  without  any  authority  or 
permission  to  him  given  by  said  tool  company,  or  its  directors  or 
stockholders,"  and  without  their  consent  or  subsequent  ratifica- 
tion. The  Vigo  Bank  demurred;  demurrer  sustained  and  ex- 
ceptions reserved.  Sustaining  the  demurrer  is  the  error  as- 
signed. 

Monks,  J.  •  •  •  The  statute  under  which  the  tool  com- 
pany was  organized  provides  that  the  business  of  the  corpora- 
tion shall  be  managed  by  a  board  of  directors,  a  majority  of 
whom  shall  constitute  a  quorum.  Section  3854,  B.  S.  1881 ;  sec- 
tion 5054,  R.  S.  1894. 

Under  this  statute  the  directors  have  full  authority  to  act  for 
the  corporation,  and  represent  it  in  all  the  matters  relating  to 


^See  Sec.  1248,  Vol.  9,  Cyclopedia  of  Law. 
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the  corporate  business.  Brooklyn  Gravel  Road  Co.  v.  Slaughter, 
33  Ind.  185;  Board,  etc.,  v.  Lafayette,  etc.,  E.  Co.,  50  Ind.  85. 

The  president  of  a  corporation,  by  virtue  of  his  office  merely, 
has  very  little  authority  to  act  for  the  corporation;  his  powers 
depend  upon  the  nature  of  the  company's  business  and  the  au- 
thority given  him  by  the  board  of  directors.  The  board  of 
directors  may  invest  him  with  authority  to  act  as  the  chief 
executive  officer  of  the  company;  this  may  be  done  by  resolu- 
tion or  by  acquiescence  in  the  course  of  dealing  and  manner  of 
transacting  the  business  of  the  corporation.  Taylor  Corp.,  §§ 
202,  236,  238,  and  notes;  Martin  v.  Webb,  110  U.  S.  7;  North- 
ern, etc.,  R.  Co.  V.  Bastian,  15  Md.  494;  Dougherty  v.  Hunter, 
54  Pa.  St.  380;  Stokes  v.  New  Jersey  Pottery  Co.,  46  N.  J.  Law 
240;  Louisville,  etc.,  R,  W.  Co.  v.  McVay,  98  Ind.  391;  17  Am. 
and  Eng.  Encyc.  of  Law,  pp.  135,  136,  137,  and  notes;  Jones 
Chat.  Mort.,  §  51. 

When  a  contract  is  made  in  ike  name  of  a  corporation  hy  the 
president,  in  the  usual  course  of  business,  which  the  directors 
have  the  power  to  authorize  him  to  make,  or  to  ratify  after  it  is 
made,  the  presumption  is  that  the  contract  is  binding  on  the 
corporation  until  it  is  shown  that  the  same  was  not  authorized 
or  ratified.  Patterson  v.  Robinson,  116  N.  Y.  193;  Eureka  Iron 
and  Steel  Works  v.  Bresnahan,  60  Mich.  332 ;  1  Morawetz  Corp., 
§  538;  1  Beach  Corp.,  §  203;  17  Am.  &  Eng.  Bncy.  of  Law, 
p.  124. 

One  dealing  with  the  president  of  a  corporation,  in  the  usual 
course  of  business,  and  within  the  powers  which  the  president 
has  been  accustomed  to  exercise  without  objection  from  the  di- 
rectors, has  the  right  to  assume  that  the  president  has  been 
invested  with  those  powers.  1  Morawetz  Corp.,  §  538;  1  Beach 
Corp.,  §  203;  First  Nat'l  Bank  v.  Kimberlands,  16  W.  Va.  555; 
Eureka  Iron  and  Steel  Works  v.  Bresnahan,  supra. 

Each  paragraph  of  the  complaint,  however,  alleges  that  said 
mortgages  were  executed  without  any  authority  whatever,  and 
were  never  ratified  after  they  were  executed,  and  we  are  of  the 
opinion  that  the  second,  third  and  fourth  paragraphs  were  suffi- 
cient to  withstand  the  demurrer.    •    •    • 

Judgment  bevebsed. 
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Internal  Relations  of  the  Corporation  Arising  from  the  Con- 
tracts Contained  in  or  Resulting  from  the  Charter* 

See,  The  Trustees  of  Dartmouth  College  v.  Woodward. 
4  Wheaton,  518.    1819. 

(Given  in  Case  Booh  1,  at  p.  271.) 
TBATON  V.  BANK  OP  THE  OLD  DOMINION. 

1872.    In  the  Court  of  Appeals  of  Virginia,  21  Orattan^s 
(Va.)  Rep.  593-603. 

Action  of  aaBumpsit  by  the  bank  against  Yeaton  to  recover 
the  sum  of  $561.07,  and  interest;  the  defense  was  a  tender  of 
the  amount  in  notes  issued  by  the  branch  bank  at  Pearisburg. 
The  mother  bank  was  located  at  Alexandria,  and  the  legislature 
reserved  the  **  right  to  repeal,  alter  or  modify  the  charter  at  its 
pleasure;"  the  branch  bank  was  subject  to  the  charter  of  the 
mother  bank,  and  its  notes  were  to  "be  received  in  payments 
of  debts  due  the  bank,  whether  contracted  at  the  parent  bank  or 
at  the  branch  bank."  During  the  war,  while  Alexandria  was 
in  possession  of  the  United  States  authorities,  and  Pearisburg 
not,  the  Virginia  legislature  authorized  the  branch  bank  to 
issue  notes  of  smaller  denomination  than  the  original  charter 
allowed;  these  notes  became  greatly  depreciated,  and  were  the 
ones  tendered  in  payment  of  the  debt  Neither  the  directors 
nor  stockholders  ever  accepted  any  amendment  of  the  charter. 
Judgment  below  was  for  the  bank,  and  this  is  the  error  as- 
signed. 

Chbistian,  J.  •  •  •  The  power  of  the  legislature  **to 
repeal,  alter  or  modify  the  charter  of  any  bank  at  its  pleasure," 
must  be  held  to  be  limited  to  this  extent.  It  may  certainly  re- 
peal the  charter  of  any  bank,  but  it  can  not  compel  a  bank  to 
accept  an  amendment  or  modification  of  its  charter.  Nor  is 
any  such  amendment  or  modification  of  its  charter  binding  upon 
the  bank  without  its  acceptance.  Banks  are  private  corpora- 
tions, created  by  a  charter  or  act  of  incorporation  from  the  gov- 


♦See  flee  1244,  Vol.  0,  CycIopeOia  of  Law. 
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eminent,  which  is  in  the  nature  of  a  contract,  and,  theretoFe, 
in  order  to  complete  the  creation  of  such  corporations,  some- 
thing more  than  the  mere  grant  of  a  charter  is  required;  that 
is,  in  order  to  give  to  the  charter  the  full  force  and  effect  of  an 
executed  contract,  it  must  be  accepted.  It  is  clear  that  the  gov- 
ernment can  not  enforce  the  acceptance  of  a  charter  upon  a 
private  corporation  without  its  consent.  •  •  •  These  well- 
settled  principles  are  everywhere  recognized  as  applicable  to 
the  original  charters  of  incorporation,  and  upon  principle  and 
authority  they  apply  with  equal  force  to  any  amendment  or 
modification  of  the  charter  as  well  as  to  the  original  charter. 
Though  the  legislature  may  have  the  reserved  power  to  amend 
or  modify  a  charter  of  incorporation,  it  can  no  more  force  the 
corporation  to  accept  such  amendment  or  modification  than  it 
could  have  forced  upon  them  the  acceptance  of  the  original 
charter  without  their  consent.  Under  the  reservation  they  can 
repeal  or  destroy  the  charter,  without  any  consent  on  the  part 
of  the  corporators,  but  as  long  as  they  remain  in  existence  as 
a  corporate  body,  they  necessarily  have  the  power  to  reject  an 
amendment  or  modification  of  their  charter.  The  power  re- 
served by  the  legislature  gives  the  right  certainly  to  repeal  or 
destroy,  but  so  far  as  the  right  to  modify  or  alter  is  concerned, 
it  is  nothing  more  than  the  ordinary  case  of  a  stipulation  that 
one  of  the  parties  to  a  contract  may  vary  its  terms  with  the 
consent  of  the  other  contracting  party.  These  principles  grow 
out  of  the  nature  of  charters  or  acts  of  incorporation,  which  are 
regarded  in  the  nature  of  contracts.  The  amendment  or  modi- 
fication must  be  made  by  the  parties  to  the  contract,  the  legis- 
lature on  the  one  hand  and  the  corporation  on  the  other,  the 
former  expressing  its  intention  by  means  of  a  legislative  act  and 
the  latter  assenting  thereto  by  a  vote  of  the  majority  of  the 
stockholders,  according  to  the  provisions  of  its  charter,  or  by 
other  acts  showing  its  acceptance. 

The  reservation  of  the  right  to  alter,  amend  or  repeal  the  act 
by  which  the  corporation  is  created  may  be  prudent  and  salu- 
tary, but  it  seems  to  be  a  necessary  implication  that  if  the  legis- 
lature should  undertake  to  make  what  in  their  opinion  is  a 
legitimate  alteration  or  amendment,  the  corporation  has  the 
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|>ower  to  reject  or  accept  it  whatever  may  be  the  consequences. 
One  consequence  undoubtedly  is,  that  the  corporation  can  not 
conduct  its  operations  in  defiance  of  the  power  that  created  it; 
and  if  it  does  not  accept  the  modification  or  amendment  pro- 
posed, must  discontinue  its  operations  as  a  corporate  body. 
But  such  amendment  or  modification  can  not  be  forced  upon 
the  corporation  without  its  consent.  Sage,  etc.,  v.  Dillard,  etc., 
15  B.  Mon.  R.  340;  Allen  v.  McKean,  1  Sumner's  B.  277;  Dur- 
fee  V.  Old  Colony  and  Fall  River  R.  Co.,  5  Allen's  R.  230. 
Every  amendment  or  modification  of  a  charter  of  incorporation 
is  nothing  more  than  a  new  contract,  which  is  not  binding  upon 
the  corporate  body  until  accepted  by  them.  Applying  these  doc- 
trines, which  seem  to  be  well  settled,  to  the  case  before  us,  it  is 
manifest  that  the  Bank  of  Old  Dominion  can  not  be  held  bound 
by  the  acts  of  1862  as  amendments  of  its  charter.    •    •    • 

It  is  no  answer  to  this  view  that  the  branch  bank  at  Pearis- 
burg  was  within  the  territorial  jurisdiction  of  the  Richmond 
government,  and  subject  to  its  authority.  This  bank  was  not 
an  independent  corporation.  It  had  no  charter;  it  was  but  a 
branch  of  its  mother  bank  at  Alexandria,  subject  to  its  charter. 
It  was  but  the  agent,  the  mother  bank  being  its  principal.  It 
could  do  no  act  to  bind  its  principal  without  the  consent  and 
authority  of  that  principal.  Nor  could  the  legislature  author- 
ize the  branch  bank  which  owed  its  existence  to  the  charter  of 
the  mother  bank  to  issue  small  notes,  or  to  do  any  other  act 
as  a  bank  without  the  consent  of  the  mother  bank.  The  only 
authority  which  the  legislature  could  exercise  was  that  which  it 
reserved  under  the  power  '*to  repeal,  modify  or  alter"  the  char- 
ter of  the  mother  bank.  I  have  already  shown  that  this  was 
not  done  by  the  acts  of  1862,  which  could  not  operate  upon  the 
Bank  of  the  Old  Dominion  as  a  change  or  modification  of  its 
charter.    •    •    • 

AWIRMED. 


Digitized  by 


Google 


192  THE  BODY  OOBPORAT& 

HAWTHORNE  v.  CALEP. 

1864.    In  the  Supreme  Court  of  the  United  States.    2  Wall. 

(69  U.  S.)  10-23. 

The  constitution  of  the  United  States  ordains  tiiat  ''no  state 
shall  pass  any  law  impairing  the  obligation  of  contracts."  With 
this  provision  in  force,  the  state  of  Maine,  on  the  1st  of  April, 
1836,  incorporated  a  railroad  company,  the  charter  providing 
that  ''the  shares  of  individual  stockholders  should  be  liable  for 
the  debts  of  the  corporation."  ''And  in  case  of  deficiency  of 
attachable  corporate  property  or  estate,"  the  provision  went  on 
to  say,  "the  individual  property,  rights  and  credits  of  any  stock- 
holder shall  be  liable  to  the  amount  of  his  stock,  for  all  debts 
of  the  corporation  contracted  prior  to  the  transfer  thereof,  for 
the  term  of  six  months  after  judgment  recovered  against  said 
corporation,  and  the  same  may  be  taken  in  execution  on  said 
judgment  in  the  same  manner  as  if  said  judgment  and  execution 
were  against  him  individually,  or  said  creditor,  after  said  judg- 
ment, may  have  his  action  on  the  case  against  said  individual 
stockholder;  but  in  no  case  shall  the  property,  rights  and  credits 
of  said  stockholder  be  taken  in  execution,  or  attached  as  afore- 
said, beyond  the  amount  of  his  said  stock."  Another  section 
provides  that  if  sufficient  corporate  property  to  satisfy  the  exe- 
cution could  not  be  found,  the  officer  having  the  execution  should 
certify  the  deficiency  on  the  execution,  and  give  notice  thereof  to 
the  stockholder  whose  property  he  was  about  to  take,  and  if  such 
stockholder  should  show  to  the  creditor  or  officer  sufficient  at- 
tachable corporate  property  to  satisfy  the  debt,  "his  individual 
property,  rights  and  credits  shall  thereupon  be  exempt  from 
attachment  and  execution." 

The  plaintiff,  Hawthorne,  who  had  supplied  the  corporation, 
then  embarrassed  and  insolvent,  with  materials  to  build  its 
road,  having  obtained  judgment  as  a  creditor  against  it,  and  be- 
ing unable  to  get  from  it  satisfaction  (the  company  having,  in 
fact,  no  property),  sued  the  defendant,  Calef,  who  was  a  stock- 
holder, both  at  the  time  when  the  debt  was  contracted  and  when 
judgment  for  it  was  rendered,  and  no  transfer  of  whose  stock 
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had  been  made.  A  few  months  after  the  debt  was  contracted, 
the  legislature  of  Maine  passed  a  statute  repealing  the  "'in- 
dividual  liability  *'  clause  of  the  charter. 

On  a  question  before  the  supreme  court  of  Maine— the  highest 
court  of  law  in  that  state— whether  such  repeal  was  or  was  not 
repugnant  to  the  clause  above  cited  of  the  constitution,  that 
court  held  that  it  was  not;  that  the  original  provision— not 
making  the  stockholder  personally  liable  in  any  way— did  not 
constitute  a  *' contract"  between  the  creditor  and  him,  within 
the  meaning  of  the  constitution,  and  that  while,  but  for  the  re- 
pealing act,  the  plaintiff  would  have  been  entitled  to  recover 
of  the  stockholder  individually  to  the  extent  of  his  stock,  this  re- 
pealing act  had  taken  away  and  destroyed  such  right. 

Judgment  being  given  accordingly  by  the  said  court  in  favor 
of  the  state  statutes,  the  correctness  of  such  judgment  was  now 
on  error  before  this  court. 

Nelson,  J.  The  question  upon  the  provisions  of  the  charter 
of  the  railroad  company— in  connection  with  the  sale  of  the 
property  by  the  plaintiff  to  the  corporation  out  of  which  this 
debt  accrued— is  whether  a  contract,  express  or  implied,  existed 
between  him  and  the  stockholder? 

It  is  asserted  in  behalf  o£  the  latter  that  a  contract  existed 
only  between  the  creditors  and  the  corporation;  and  that  the 
obligation  of  the  stockholder  rests  entirely  upon  a  statutory 
liability,  destitute  of  any  of  the  elements  of  a  contract. 

Without  stopping  to  discuss  the  question  upon  the  clause  of 
the  statute,  we  think  that  the  case  falls  within  the  principle 
of  Woodruff  V.  Trapnal,  10  How.  190;  and  Curran  v.  State  of 
Arkansas,  15  How.  304,  heretofore  decided  in  this  court. 

In  the  first  of  these  cases  the  charter  of  the  bank  provided  that 
the  bills  and  notes  of  the  institution  should  be  received  in  all 
payment  of  debts  due  to  the  state.  The  bank  was  chartered  2d 
November,  1836.  On  the  10th  January,  1845,  this  provision  was 
repealed,  and  the  question  was  whether  or  not,  after  this  repeal, 
the  bills  and  notes  of  the  bank  outstanding  at  the  time  were 
receivable  for  debts  due  to  the  state.  The  court  held,  after  a 
very  full  examination,  that  the  clause  in  the  charter  constituted 
a  contract  urith  the  holders  of  the  bills  and  notes  on  the  part 
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of  the  state,  and  that  the  repealing  act  was  void  as  impairing 
the  obligation  of  the  contract. 

In  the  second  case  the  charter  of  the  bank  contained  a  pledge 
or  assurance  that  certain  funds  deposited  therein  should  be  de- 
voted to  the  payment  of  its  debts.  It  was  held  by  the  court  that 
this  constituted  a  contract  with  the  creditors,  and  that  the  acts 
of  the  legislature  withdrawing  these  funds  were  void,  as  impair- 
ing the  obligation  of  the  contract. 

NoWy  it  is  quite  clear  that  the  personal  liability  clause  in  the 
charter  in  the  present  case  pledges  the  liability  or  guarantee  of 
the  stockholders  to  the  extent  of  their  stock  to  the  creditors  of 
the  company,  and  to  which  pledge  or  guarantee  the  stockholders, 
by  subscribing  for  stock  and  becoming  members  of  it,  have  as* 
sented.  They  thereby  virtually  agree  to  become  security  to  the 
creditors  for  the  payment  of  the  debts  of  the  company,  which 
have  been  contracted  upon  the  faith  of  this  liability.    •    •    • 

By  the  clause  in  the  charter  subjecting  the  property  of  the 
stockholder  he  becomes  liable  to  the  creditor,  in  case  of  the  in 
ability  or  insolvency  of  the  company  for  its  debts,  to  the  extent 
of  his  stock.  The  creditor  had  this  security  when  the  debt  was 
contracted  with  the  company  over  and  above  its  responsibility. 
This  remedy  the  repealing  act  has  not  merely  modified  to  the 
prejudice  of  the  creditor,  but  has  altogether  abolished,  and 
thereby  impaired  the  obligation  of  his  contract  with  the  com- 
pany.   •    •    • 

BEVEB8ED. 


Capital  Stock* 

BARRY  V.  MERCHANTS'  EXCHANGE  COMPANY. 

1  Sandford's  Chancery  (N.  Y.)  280.    1844. 

Sandford,  V.  C.  •  •  •  It  was  argued  that  the  amount 
fixed  as  the  capital  stock  of  the  corporation  was  an  absolute  re- 
striction upon  the  amount  and  value  of  the  property,  both  real 
and  personal,  which  they  may  hold  permanently. 


*See  Sees.  1245-1248,  Vol.  9,  Cyclopedia  of  Law. 
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Some  modifications  of  this  position  at  once  forced  themselves 
upon  the  attention  of  the  counsel.  If  the  capital  were  the  limit 
of  the  property  of  the  corporation  they  could  make  no  dividends 
or  profits,  for  those  are  beyond  the  capital.  Again,  in  the  ever- 
varying  and  fluctuating  values  of  all  descriptions  of  property, 
a  corporation  that  was  within  its  capital  last  year,  may,  without 
a  single  new  purchase  or  expenditure,  be  worth  this  year  twenty 
per  cent,  beyond  its  capital  by  the  increased  value  of  the  same 
property. 

Hence  the  learned  counsel  were  driven  to  rest  their  point  upon 
a  designedly  permanent  increase  of  property  beyond  the  capital 
of  the  company.    Still  the  rule  encountered  difficulties. 

The  object  of  corporators  in  all  moneyed  and  business  corpor- 
ations is  to  make  greater  profits  than  they  can  command  by  the 
separate  use  of  the  same  amount  of  capital.  They  put  in  their 
money,  the  capital  stock,  for  the  very  puri)ose  of  having  it  in- 
crease in  value,  and  more  rapidly  than  in  private  adventures. 
And  we  have  seen  that  unless  positively  enjoined  by  their  char- 
ters, there  is  nothing  to  require  them  to  divide  the  increase  an- 
nually, or  in  any  given  time. 

It  was  argued  that  in  this  particular  case  the  design  was  one 
not  referring  to  profits  for  ultimate  division,  but  it  was  a  per- 
manent and  solid  investment  of  profits  which  never  could  be 
divided,  and  which  became  an  essential  and  integral  portion  of 
the  real  capital  of  the  company.  That  the  exchange  was  an 
unit,  indivisible,  and  composed  of  the  capital  stock  and  nearly 
as  much  more;  the  latter  being  added  in  anticipation  of  earn- 
ings or  profits,  and  the  whole  incapable  of  partition  or  division. 

On  this  subject  of  the  capital  stock  of  a  corporation,  the  ele- 
mentary treatises  are  comparatively  barren. 

It  is  the  aggregate  amount  of  the  funds  of  the  corporators, 
which  are  combined  together  under  a  charter  for  the  attainment 
of  some  common  object  of  public  convenience  or  private  utility. 
This  amount  is  usually  fixed  in  the  act  of  incorporation,  althougli 
we  have  seen  in  the  statutes  of  1823,  one  exception  to  this  praC' 
tice.  It  is  thu^  limited,  in  reference  to  the  convenience  of  the 
intended  corporators,  and  for  the  information  and  security  of 
the  public  at  large.    To  the  corporators,  it  prescribes  the  amount 
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and  subdivimns  of  their  respective  contrihutions  to  the  com- 
mon  fund;  the  voice  which  each  shall  have  in  its  control  and 
management;  and  the  apportionment  of  the  profits  of  the  enter- 
prise. To  the  community,  it  announces  the  extent  of  the  msans 
contributed  and  forming  the  basis  of  the  dealings  of  the  cor- 
porate body,  and  enables  every  man  to  judge  of  its  abHity  to 
meet  its  engagements  and  perform  what  it  undertakes.  And 
when,  as  in  most  instances,  the  statute  requires  the  stock  to  be 
paid  in  before  the  corporation  can  transact  buMness,  security  to 
those  contracting  unth  it  is  thereby  superadded  to  the  informa- 
tion of  its  resources.  These  objects,  for  the  public  benefit,  are 
sometimes  defeated  by  fraud  and  deception,  but  they  are  such 
as  the  legislature  have  in  view  in  limiting  the  amount  of  capital 
stock,  and  requiring  a  specified  sum  or  proportion  to  be  paid  in. 

One  further  consideration  dictates  the  amount  thus  fixed. 
This  is  the  probable  and  reasonable  extent  of  the  means  requisite 
to  the  accomplishment  of  the  end  proposed,  qualified  in  many 
cases  by  the  unwillingness  of  the  legislature  to  create  these 
artificial  beings  with  an  undue  amount  of  capital 

As  no  certain  rule  can  be  devised  by  which  to  estimate  the 
means  necessary  to  ejffect  all  the  purposes  of  a  contemplated  in^ 
corporation,  the  amount  of  the  capital  in  each  case  must  be 
fixed  in  reference  to  the  considerations  which  I  have  just  enum- 
erated, without  any  intention  or  expectation  in  ordinary  cases 
of  limiting  to  that  sum  the  aggregate  property  which  the  cor- 
poration, when  its  capital  is  paid  in  and  its  operations  com- 
menced, shall  from  time  to  time  possess  or  own.  This  is 
peculiarly  true  of  the  numerous  incorporations  which  have 
sprung  into  being  under  the  magic  influence  of  the  enterprise 
and  ingenuity  of  our  citizens,  and  in  which,  from  their  bold- 
ness or  novelty,  it  was  impracticable  for  human  foresight  to 
calculate  the  requisite  means. 

It  is  true  that  in  one  instance  the  authors  of  a  most  excellent 
treatise  on  corporations  have  spoken  of  capital  stock,  and  the 
amount  of  property  which  they  shall  hold,  as  if  they  were 
synonjrmous  terms ;  but  they  have  said  on  a  previous  page,  tiiat 
every  corporation  aggregate  has  incidentally  at  common  law  a 
right  to  take,  hold  and  transmit  in  succession,  properly  real  and 
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personal  to  an  unlimited  extent  or  amount.  1  Angell  &  Ames  on 
Corp.  87,  eh.  5,  §  1;  1  Kyd  on  Corp.  76,  78;  1  Black.  Comm. 
475;  2  Kent's  Comm.  277,  2d  ed.,  and  a  host  of  authorities  are 
to  the  same  effect.  Angell  &  Ames  also  add  that  ''the  statutes 
of  mortmain  make  no  mention  of  personal  property,  and  hence 
in  England  the  power  of  corporations  aggregate  to  take  such 
property  remains  in  general  unlimited,  unless  restrained  by  the 
charters  or  acts  of  parliament  establishing  them.''  Treatise 
on  Corp.,  90,  92.    And  see  1  Kyd  on  Corp.  104. 

The  capital  stock  of  a  corporation  is,  like  that  of  a  co-part- 
nership or  joint  stock  company,  the  amount  which  the  partners 
or  associates  put  in  as  their  stake  in  the  concern.  To  this  they 
add  upon  the  credit  of  the  company,  from  the  means  and  re- 
sources of  others,  to  such  extent  as  their  own  prudence  or  the 
confidence  of  such  other  persons  will  permit.  Such  additions 
create  a  debt;  they  do  not  form  capital.  And  if  successful  in 
their  career,  the  surplus  over  and  above  their  capital  and  debts 
becomes  profits,  and  is  either  divided  among  the  partners  and 
associates,  or  used  still  farther  to  extend  their  operations. 

The  proposition  that  a  corporation  is  limited,  even  in  its  per- 
manent ownership  of  property,  to  the  amount  fixed  as  its  capital, 
is  entirely  new,  and  has  not  the  sanction  of  authority  or  reason. 
The  custom  of  retaining  the  profits,  which  I  have  before  men- 
tioned, has  been  long  continued,  and  has  worked  in  many  of  our 
corporations,  and  especially  in  banking  institutions,  an  increase 
of  their  solid  property  and  estate,  as  permanent  as  any  that  has 
been  inferred  in  this  case.  Not  that  such  increase  has  in  those 
instances  been  so  invested  and  mingled  with  the  fruits  of  the 
original  capital  as  to  become  indivisible  therefrom;  but  the  in- 
crease has  in  many  of  the  instances  been  as  fixed  and  perma- 
nent as  the  capital  itself,  and  with  no  purpose  or  probability  of 
its  being  returned  to  the  stockholders  until  the  concern  should 
be  wound  up  voluntarily,  or  by  the  expiration  of  the  charters. 
Some  further  illustration  of  this  question  will  occur  in  connec- 
tion with  the  discussion  of  the  power  of  borrowing  after  the 
payment  of  the  capital. 

Second.  The  second  theory  of  the  counsel  for  the  complain- 
ant was,  that  the  power  of  borrowing  money  was  limited  to  the 
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extent  of  the  capital  of  the  company;  and  when  that  capital 
was  fully  paid,  the  power  ceased,  except  for  mere  temporary 
objects,  and  for  short  periods. 

They  therefore  had  no  right  to  contract  a  permanent  debt 
like  these  mortgages.  That  if  they  did  not  expect  to  pay  the 
mortgages,  it  is  still  worse,  because  by  the  means  used  they 
created,  or  attempted  to  create,  a  public  stock  or  funded  debt. 

It  was  urged  that  on  the  latter  hypothesis  they  were  exceed- 
ing the  charter,  because  the  direct  consequence  is,  that  they  build 
at  the  expense  of  two  millions,  and  out  of  the  rents  pay  an 
interest  to  the  bondholders,  and  a  dividend  to  the  stockholders; 
and  the  one  to  continue  as  long  as  the  other,  being  to  all  intents 
a  capital  of  two  miUions. 

This  argument  is  specious,  for  if  the  building  be  worth  the 
two  millions,  which  it  is  assumed  to  have  cost,  and  the  com- 
pany owes  one  million,  their  clear  property  is  but  one  million 
after  all.  Then  as  to  the  funded  debt  or  stock  created  and  se- 
cured by  these  mortgages.  The  fifth  section  of  the  act  of  in- 
corporation was  referred  to  as  prohibiting  this  mode  of  effecting 
a  loan.  That  section  declares  that  the  act  shall  not  be  construed 
to  authorize  the  dealing  or  trading  in,  or  the  purchase  or  sale 
of  any  stock  or  funded  debt  created,  or  to  be  created,  under 
any  law  of  the  United  States,  or  of  any  particular  state. 

If  the  resemblance  between  these  bonds  and  such  stock  or 
funded  debt  were  complete  in  all  things,  this  section  would  have 
no  application  to  the  borrowing  of  money  upon  their  issue.  But, 
in  truth,  the  resemblance  is  very  faint.  The  bonds  were  printed 
or  engraved,  and  had  coupons  attached  for  convenience  in  the 
collection  of  interest.  There  the  likeness  ceased.  These  bonds 
were  sealed  obligations  of  the  company,  bonds,  in  the  technical 
sense  of  the  word,  and  secured  not  by  the  public  faith,  or  the 
mere  corporate  liability,  but  by  mortgages  on  real  estate. 

But  it  was  contended  that  the  unrestricted  power  of  borrow- 
ing, which  the  company  claims  for  effecting  the  purposes  of  its 
charter,  virtually  confers  upon  the  corporation  unlimited  power. 
That  the  purposes  of  the  charter  would,  in  this  instance  at 
least,  be  no  restraint,  because  th^  could  embrace  accommoda- 
tions for  every  description  of  commercial  business,  and  the  ex- 
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tent  of  their  credit  would  be  equally  ineffectual,  for  there  would 
be  no  limit  to  that,  except  in  the  prudence  of  the  lender,  and 
finally,  that  no  such  extravagant  authority  was  granted  to  this 
corporation,  expressly  or  by  implication,  and  it  is  contrary  to 
the  spirit  and  policy  of  our  laws  and  institutions. 

This  whole  argument  is,  in  my  judgment,  unsound.  The 
danger  of  inordinate  accumulation  of  property  and  consequent 
overshadowing  power  is  wholly  fallacious.  The  whole  extent 
of  the  corporate  credit  is,  in  truth,  measured  and  controlled  by 
its  capital.  Every  addition  to  it  means  beyond  its  paid-up  capital 
(leaving  profits  out  of  view)  must  be  by  gift  or  contract,  and  if 
by  contract,  a  debt  ensues.  If  a  corporation  with  a  million  of 
capital  succeeds  in  running  into  debt  two  millions  it  has  no 
more  solid  property,  and  is  intrinsically  worth  no  more  than  be- 
fore, unless  the  property  obtained  on  credit  is  worth  more  than 
it  cost,  and  then  the  increase  of  property  is  only  such  excess 
of  value.  And  if  worth  less  than  cost,  then  the  company  has  by 
the  operation  sunk  a  part  of  its  capital. 

All  experience  shows  that  the  financial  management  of  corpor- 
ations is,  in  general,  less  judicious  and  safe  than  that  of  indi- 
vidual. Hence  losses  are  likely  to  ensue  from  expansions  upon 
credit ;  and  the  farther  such  credit  is  pushed  by  any  corporation, 
the  greater  the  danger  that  such  losses  will  impair  and  finally 
consume  its  capital.  The  lenders  of  money  are  usually  saga- 
cious enough  to  protect  their  interests  when  dealing  with  cor- 
porations as  well  as  with  individuals ;  and  few  would  lend  money 
to  a  company  which  already  owed  debts  greatly  exceeding  its 
whole  capital  stock,  however  flattering  in  appearance  the  invest- 
ment might  be.  The  laws  of  trade  have  placed  an  impassable 
barrier  to  the  power  of  corporate  borrowing,  in  the  tendency  of 
such  institutions  to  make  an  improvident  use  of  exuberant  means, 
and  in  the  caution  and  prudence  of  capitalists.  It  is  utterly  im- 
possible for  a  corporation  with  a  known  limited  capital  to  ac- 
cumulate by  means  of  its  credit  the  gigantic  property  and  power 
which  the  imagination  of  the  counsel  portrayed.    •    •    • 

In  this  case,  then,  I  am  satisfied  that  the  Merchants'  Exchange 
Company  were  authorized  by  law  to  borrow  money  for  the 
completion  of  their  building,  to  the  extent  adopted  by  them,  and 
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to  secure  its  repayment  by  their  corporate  obligations,  and  by 
mortgages  on  their  real  estate. 

I  do  not  find  that  any  limitation  contained  in  their  charter 
has  been  thereby  exceeded,  nor  that  any  condition  annexed  to 
the  grant  of  their  franchise  has  been  broken,  nor  that  they  have 
failed  to  perform  the  duties  enjoined  upon  them  by  the  law  of 
their  creation.    •    •    • 

Bill  dismisses). 


OOOKE  V.  MARSHALL. 
191  Pa.  8t.  315.    1899. 

Quo  warranto  to  determine  right  to  office  of  secretary  of  the 
Chartiers  Cemetery  Company.  This  company  was  created  by 
act  of  1862,  with  the  usual  corporate  powers— nothing  being 
said  as  to  power  to  have  a  capital  stock.  The  corporators  or- 
ganized, passed  a  resolution  establishing  the  cemetery  on  the 
ground  designated,  ''and  for  this  purpose"  fixed  the  capital 
stock  at  ''$8,000,  divided  into  160  shares  of  the  par  value  of  $50 
each.'*  This  was  subscribed,  and  the  corporation  proceeded 
to  business.  Afterward  increases  were  made,  first  to  $50,000, 
and  later  to  $150,000.  In  1893,  at  an  informal  meeting  of  some 
of  the  shareholders,  the  board  was  increased  from  five  to  sevai 
members,  and  Cooke  was  elected  secretary;  to  these  acts  Marshall 
protested,  and  later  he,  in  connection  with  other  members,  or- 
ganized a  new  board,  wholly  ignoring  all  idea  of  corporate  stock, 
elected  "associates"  and  officers,  and  Marshall  has  ever  since 
claimed  to  be  secretary,  and  obtained  possession  of  the  seal  and 
books  of  the  company.  The  stock  board,  however,  continued  to 
control  the  management  of  the  cemetery.  Cooke  brought  the 
suit  and  obtained  judgment  below.    Marshall  appealed. 

Green,  J.  •  •  •  The  question  then  is,  was  the  original 
creation  and  issue  of  stock  lawful,  and  if  so,  were  the  subsequent 
increases  lawful  f  The  issue  was  made  for  the  purpose  of  per- 
forming the  original  duty  to  establish  a  cemetery.  It  was  neces- 
sary to  acquire  land  in  order  to  create  the  cemetery,  and  the 
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corporators  adopted  the  method  of  obtaining  the  land  by  issu- 
ing stock  in  payment  for  it.  It  is  not  denied  that  the  cor- 
poration might  have  borrowed  money  for  this  purpose,  and  made 
a  mortgage  on  the  property  to  secure  the  payment  of  it,  although 
no  such  power  was  expressly  conferred  by  the  charter.  On  the 
question  whether  capital  stock  might  be  issued  for  the  same  pur- 
pose where  the  charter  has  not  specially  authorized  a  capital 
stock,  not  a  single  authority  is  cited  for  or  against  in  the  paper- 
books  of  either  party.  There  is  no  doubt  that  this  particular 
corporation  did  possess  full  corporate  powers,  and  there  is  also 
no  doubt  that  it  was  not  only  authorized  but  expressly  enjoined 
to  create  a  cemetery  of  not  less  than  thirty  acres  in  extent,  and 
after  that  to  lay  it  out  into  lots  and  plots,  and  roads  and  walks, 
and  to  do  various  other  things  necessary  to  its  proper  develop- 
ment as  a  cemetery.  No  method  of  raising  money  to  acquire  the 
land  and  do  these  various  things  was  provided  in  the  charter. 
The  ordinary  method  in  which  such  things  are  done  is  by  the 
creation  and  issue  of  capital  stock,  and  it  may  be  argued  with 
apparent  reason  that  it  is  a  necessary  implication  from  the  grant 
of  corporate  existence  and  powers  that  a  right  to  issue  stock  is 
conferred.  •  •  •  In  this  case,  however,  the  charter  confers 
no  power  to  issue  any  stock,  and  for  such  a  company  as  this 
no  such  power  is  needed.  It  is  remarkable  that  it  is  so  difficult 
to  find  either  text-book  discussion  of  this  subject  or  adjudicated 
cases.  Whether  a  corporation  without  capital  provided  for  in 
its  charter  may  create  and  issue  capital  stock  is  certainly  a 
fundamental  and  radical  matter  in  corporation  law.  In  1  Cook 
on  Stock,  etc.,  §  279,  it  is  said,  *'The  capital  stock  of  all  incor- 
porated companies  is  generally  fixed  by  the  charters  which  give 
them  an  existence."  Section  281,  ''In  the  absence  of  express 
authority  from  the  state  a  corporation  has  no  power  whatso- 
ever to  increase  or  reduce  the  amount  of  its  stock,  and  any  at- 
tempt on  the  part  of  the  corporation,  either  by  the  corporate 
officers  or  by  the  stockholders,  to  do  so  is  wholly  illegal  and 
void.  •  •  •  Where  the  attempted  increase  or  reduction  of 
the  stock  is  not  authorized  by  the  charter,  not  even  the  unani- 
mous assent  and  agreement  of  all  the  parties  concerned  will  le- 
galize it."    •    •    • 
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(Citing  Droitwich  P.  S.  Co.  v.  Curzon,  L.  R.  3  Ex.  35;  Sco- 
vUle  V.  Thayer,  105  U.  S.  143;  Sutherland  v.  Oleott,  95  N.  Y. 
93;  1  Morawetz,  §  434,  to  the  same  effect.) 

It  follows,  hence,  that  the  increase  of  stock  being  void,  all  the 
elections  held  thereunder  since  that  time  are  void  and  confer  no 
authority  upon  the  persons  elected. 

This  ruling  would  dispose  of  the  present  contention,  but  it  is 
perhaps  desirable  that  the  original  creation  of  the  $8,000  of 
capital  stock  should  be  considered.  It  is  extremely  difficult  to 
understand  under  the  foregoing  decisions  how  any  issue  of  capi- 
tal stock  by  this  company  can  be  regarded  as  valid.  The  com- 
pany was  chartered  to  establish  a  cemetery.  While  a  cemetery 
company  is  not  necessarily  a  religious  or  charitable  corporation, 
yet  in  many  instances  it  is  of  that  character,  and  perhaps  as  a 
rule  this  is  so ;  yet  they  may  be  established  as  merely  private  en- 
terprises and  carried  on  for  profit.  But,  in  either  case,  if  the 
charter  confers  no  right  or  power  to  create  capital  stock,  it  is 
difficult  to  understand  how  any  right  to  create  and  issue  such 
stock  has  any  existence.  If  capital  stock  may  neither  be  in- 
creased nor  diminished  without  an  express  power  to  that  effect, 
how  can  any  stock  be  created  or  issued  when  there  is  no  capital 
stock  fixed  by  the  charter,  and  no  power  is  given  to  create  itt 
In  1  Cook  on  Corporations,  §  8,  the  following  definition  of 
capital  stock  is  given:  ''Capital  stock  is  the  sum  fixed  by  the 
corporate  charter  as  the  amount  paid  in,  or  to  be  paid  in,  by 
the  stockholders  for  the  prosecution  of  the  business  of  the  cor- 
poration, and  for  the  benefit  of  corporate  creditors.**    •     •    • 

(Citing  Barry  v.  Merchants'  Exchange,  1  Sandf.  Ch.  280; 
American  Pig  Iron  S.  Co.  v.  State  Bd.,  etc.,  56  N.  J.  L.  389; 
Salem  Mill  Dam  Co.  v.  Ropes,  6  Pick.  23.) 

Now,  if  the  doctrine  of  these  cases  (and  there  are  many  more 
of  them)  be  true,  and  the  act  of  increasing  or  decreasing  the 
capital  stock  of  a  corporation  without  specific  charter  power 
to  do  so  is  a  void  act  because  it  is  ultra  vires,  how  can  it  be  true 
that  a  corporation  may  issue  any  capital  stock  without  having 
specific  legislative  authority  to  do  so  f  We  can  not  see.  If  it 
is  ultra  vires  to  increase,  it  is  ultra  vires  to  issue  any  stock  where 
*io  power  to  do  so  is  conferred  by  the  charter.    The  power  to 
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create  corporate  capital  stock  is  a  legislative  fimction^  and,  in 
any  given  ease,  in  order  that  such  stock  may  have  a  l^;al  exist- 
ence, the  function  must  be  exercised. 
Bevebsed. 


COMMERCIAL  FIRE  INSURANCE  CO.  v.  BOARD  OF 
REVENUE. 

99  Ala.  1.    1892. 

(Excerpt.) 

Stone,  C.  J.  •  *  *  What  is  capital  stock  of  corpora- 
tions, and  why  are  they  required  to  have  a  capital  stock  paid 
inf    •    •    • 

Stocks— shares  in  corporations— have  come  to  be,  in  a  large 
degree,  subjects  of  commercial  dealing  and  speculation.  The 
newspapers  contain  tables  of  the  ruling  prices  of  stocks,  as  their 
market  value  fluctuates.  These  notices  refer  to  the  shares  of 
stock  in  organized  corporations.  Their  sale  neither  increases 
nor  diminishes  the  capital  stock  in  the  corporation;  it  neither 
adds  to,  nor  takes  from  the  corporation  one  dollar  of  its  stock. 
It  simply  changes  its  ownership  pro  tanto.  The  capital  remains 
in  the  corporation  intact,  and  the  security  it  furnishes,  and  is 
intended  to  furnish,  the  creditors  of  the  corporation  remains 
unimpaired. 

When  we  speak  of  capital  stock  of  a  corporation,  we  are  un- 
derstood to  refer  to  the  sum  subscribed  in  its  organization. 
When  we  speak  of  stock,  we  mean  the  certificates  issued  by  the 
corporation  to  the  shareholders,  which  certificates,  like  titles  to 
property,  furnish  the  evidence  of  ownership  of  the  shares  of 
stock.  Capital  stock  is  the  aggregate  of  money  or  other  val- 
uable thing  contributed,  or  paid  into  the  common  treasury  as 
a  condition  of  the  exercise  of  corporate  functions,  and  a  secur- 
ity for  their  faithful  and  prudent  exercise.  It  is  the  property 
of  the  corporation,  charged  with  a  trust,  it  is  true;  but  never- 
theless, in  its  possession  and  under  its  control.  The  stock,  stocks 
or  shares  of  stock  do  not  belong  to  the  corporation.  They  belong 
to  the  shareholders  and  are  exclusively  under  the  individual 
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control  of  the  several  otoners.  The  stocks  which  the  statute  an- 
thorizes  ii%surance  companies  to  invest  their  money  in  can  not 
mean  capital  stock  owned  and  to  he  held  by  the  corpora- 
tion. This,  we  have  seen,  is  a  trust  fund.  It  means  the  stock 
owned  by  stockholders,  ustiaUy  evidenced  by  stock  certificates. 
Stock,  as  a  subject  of  commercial  dealing,  is  what  the  legislature 
meant  in  the  statute  we  are  interpreting.  The  very  connection 
in  which  the  word  is  used  in  the  statute  confirms  this  interpre- 
tation.   •    •    • 

We  have  shown  by  fhe  highest  1^^  authority  that  the  capital 
stock  of  a  corporation  is  a  trust  fund  for  the  security  and  bene- 
fit of  the  creditors  of  the  corporation,  and  that  the  managing 
board  fills  the  relation  of  trustee  for  its  preservation  and  ad- 
ministration. Corporations  acting  ivithin  the  scope  of  corpor- 
ate powers,  fix  no  liabiHty  on  their  officers  or  on  any  one  else. 
They  charge  ordy  the  corporation.  Hence  the  purpose  and  pol- 
icy of  requiring  a  capital  stock  as  security  and  indemnity  of 
persons  who  become  its  creditors.  The  law-making  power  con- 
fers on  them  privileges— a  franchise,  a  right  to  make  contracts 
in  its  arPifidal  nams  without  fastening  a  liability  on  any  nat- 
ural person— and  it  exacts  from  them  as  a  condition  on  which 
it  grants  this  franchise,  this  privilege  and  power,  thai  they 
place  a  capital  stock  in  safe  pledge  for  the  security  of  their  cred- 
itors. And  this  capital  stock  is  a  permanent  investment,  with 
no  power  in  the  shareholder  to  withdraw  it  untU  the  corpora- 
tion is  wound  up  and  aU  its  debts  paid,  and  no  power  in  the 
managing  board  to  permit  it  to  be  withdraum  at  the  expense  of 
creditors.  It  is  a  trust  fund  in  the  corporation's  treasury,  to  be 
used  only  in  its  interest,  and  whatever  of  profit  or  efnolumsnt  it 
may  yield  belongs  of  right  to  the  corporation,  its  creditors  and 
shareholders.  It  moist  be  kept  within  the  corporation  and  un- 
der its  control  to  meet  the  purpose  for  which  it  was  required  to 
be  raised  and  paid  in.  It  is  not  materially  unlike  any  other 
pledge  that  is  placed  as  a  guaranty  of  faithful  performance  of 
debt  or  duty.  It  is  a  fixed  pledge  until  the  debt  is  paid^  or 
the  duly  performed.    •    •    • 
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The  Corporate  Name,  Etc.* 

NEWBY  V.  THE  OREGON  CENTRAL  RAILWAY  CO. 

ET  AL. 

Deady'8  Rep.  609,  Fed.  Cos.  10144.    1869. 

Suit  to  enjoin  the  defendants  from  using  and  issuing  bonds 
in  the  name  of  the  Oregon  Central  Railway  Company.  Prior  to 
1867  there  had  existed  a  railroad  company,  duly  incorporated 
and  organized  tinder  the  Oregon  law,  by  the  name  of  the  Ore- 
gon Central  Railway  Company.  This  had  proceeded  to  business, 
and  had  issued  certain  bonds  of  $1,000  each,  two  oi  which  Newby 
owned.  In  1867,  owing  to  difficulties  among  the  members,  cer- 
tain of  the  corporators  of  the  old  company  seceded  therefrom, 
and  under  the  general  corporation  laws  of  Oregon  proceeded 
to  organize  a  new  corporation  with  the  same  name,  and  to  issue 
and  put  upon  the  market  bonds  of  a  character  similar  to  those 
issued  by  the  old  company  and  under  the  same  name.  The  de- 
fendants demurred  on  the  ground  that  the  legal  right  to  the 
name— The  Oregon  Central  Railway  Company— had  not  been 
established  at  law,  and  the  facts  alleged  were  not  sufficient  to 
constitute  a  cause  of  suit. 

Deady,  J.  *  *  •  By  the  law  of  Oregon  any  three  or 
more  persons  may  incorporate  themselves  for  the  purpose  of 
engaging  in  any  lawful  enterprise  or  occupation.  The  primary 
step  in  the  formation  of  this  legal  entity  is  the  execution  and 
filing  of  articles  of  incorporation,  which  articles,  among  other 
things,  must  specify— ''The  name  assumed  by  the  corporation 
and  by  which  it  shall  be  known."     (Or.  Code,  658-9.) 

By  the  execution  and  filing  of  these  articles  the  corporate 
name  assumed  thereby  and  specified  therein  becomes  exclusively 
appropriated.  If  afterwards  any  persons  attempt  to  incorporate 
for  any  purpose  by  the  same  name,  this  would  be  an  encroach- 
ment  upon  the  rights  of  the  first  corporation  and  therefore 
illegal.  To  prevent  the  continuance  of  such  a  wrong  upon  the 
rights  of  another,  equity  unll  interfere  at  the  suit  of  the  tn- 

*6ee  Sec  1262  et  seq..  Vol.  9,  Qydopedia  of  Law. 
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jured  party  by  injunction.  The  case  is  analogous  to  if  not 
stronger  than  that  of  a  piracy  upon  an  established  trade-mark. 
(Bell  V.  Locke,  8  Paige  75;  Taylor  v.  Carpenter  11  Paige  292; 
Partridge  v.  Menck,  2  Barb.  Ch.  102;  Wil.  Bq.,  402-3.)  The 
corporate  name  of  a  corporation  is  a  trade-mark  from  the  neces- 
sity of  the  thing,  and  upon  every  consideration  of  private  jus- 
tice and  public  policy  deserves  the  same  consideration  and  pro- 
tection from  a  court  of  equity. 

Under  the  law  the  corporate  name  is  a  necessary  element  of 
the  corporation's  existence;  without  it  a  corporation  can  not 
exist.  Any  act  which  produces  confusion  or  uncertainty  con- 
cerning this  name  is  weU  calculated  to  injuriously  affect  the 
identity  and  business  of  a  corporation.  And  as  a  m^atter  of 
facty  in  some  degree  at  least,  the  natural  and  necessary  conse- 
quence of  the  wrongful  appropriation  of  a  corporate  nams  is 
to  injure  the  business  and  rights  of  the  corporation  by  destroying 
or  confusing  its  identity.  The  motives  of  the  persons  attempt- 
ing the  wrongful  appropriation  are  not  material.  They  neith- 
er aggravate  nor  extenuate  the  injury  caused  by  such  appropria- 
tion. The  act  is  an  illegal  one,  and  must,  if  necessary,  be  pre- 
sumed to  have  been  done  with  an  intent  to  cause  the  results  which 
naturally  flow  from  it.  Nor  will  a  court  of  equity  refuse  to  en- 
join the  wrongful  appropriation  of  a  corporate  name  until  the 
right  of  the  first  corporation  to  the  name  has  been  established 
by  the  verdict  of  a  jury  in  an  action  at  law.  Such  right  does 
not  rest  in  parol  but  is  shown  by  the  record,  if  at  all,  and  ib 
determined  by  the  court  in  any  form  of  proceeding.  Neither 
in  such  case  has  the  party  injured  an  adequate  and  complete 
remedy  at  law.  As  in  the  case  of  patents  for  inventions  and 
copyrights,  the  remedy  at  law  can  only  give  redress  for  the 
past  injury,  and  that  often  inadequately.  But  to  protect  the 
injured  corporation  from  the  mischief  arising  from  continued 
violation  of  its  rights  and  perpetual  litigation  concerning  them, 
resort  must  be  had  to  the  equitable  remedy  by  injunction. 
(Story's  Eq.,  §  930.) 

Nor  do  I  deem  it  material  in  this  case  to  the  jurisdiction  in 
equity,  that  the  defendant  should  be  insolvent— unable  to  re- 
spond to  the  complaint  in  damages.    The  jurisdiction  in  this 


Digitized  by 


Google 


MBDWAY  COTTON  MANP.  v.  ADAMS.  207 

dass  of  cases—trade-marks,  patents  and  copyrights—depends 
upon  the  fact  that  the  matter  is  intrinsically  of  equitable  cogniz- 
ance—that the  legal  rights  of  the  party  can  only  be  protected  in 
equity,  and  not  upon  the  uncertain  and  irrelevant  test  of  the 
insolvency  of  the  defendant.    •    •    • 

Demurrer  sustained  on  another  ground  suggested  in  argument, 
i  e.,  that  the  old  company  should  be  a  party  to  the  suit. 


THE  MEDWAY  COTTON  MANUFACTORY  v.  ADAMS. 

10  Mass,  Rep.  •360'*364, 

Sewall,  J.  In  this  action  of  assumpsit  the  defendants  are 
charged  upon  a  note  made  by  them  with  an  averment  that  it  was 
made  to  the  plaintiflEs,  by  the  name  of  Richardson,  Metcalf  <&  Co. 
To  this  declaration  there  is  a  demurrer,  and  the  ground  taken  by 
the  defendants  is,  that  the  promise  expressed  in  the  note  de- 
clared on  is  not  recoverable  by  the  plaintiflPs.    •    •    • 

But  the  declaration  is  not  liable  to  the  objections  which  have 
been  urged  against  it,  if  the  case  there  stated  is  provable  in  any 
course  of  evidence  competent  for  the  plaintiflEs  to  produce  in  a 
trial  upon  the  general  issue.  For  then  the  variance  of  name  is 
not  fatal  to  their  demand ;  and  if  it  is  competent  for  the  plaint- 
iffs to  prove  the  allegations  of  their  writ,  then  these  are  con- 
fessed by  the  demurrer. 

A  variance  or  mistake  of  the  name  in  cases  of  existing  persons 
is  not  fatal  to  their  contracts  when  there  is  a  suf&cient  descrip- 
tion of  the  parties  whereby  they  may  be  known.  A  variance  of 
the  name  subscribed  from  the  name  of  the  defendant  does  not 
prejudice,  if  it  be  found  that  the  defendant  executed  the  deed, 
although  the  name  should  be  totally  different. 

A  grantee  or  person  entitled  by  a  conveyance  takes  solely  by 
the  deed,  and  is  therefore  to  be  named  or  described  with  more 
exactness  than  is  required  in  naming  the  party  entitled  by  an 
obligation  or  contract  constituting  a  chose  in  action.  But  even 
in  grants  and  conveyances  it  is  sufficient  if  the  name  be  ez- 
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pressed  in  re  and  sensu,  although  not  in  verbis.    And  in  all  < 
a  misnomer  may  be  aided  by  a  verdict  or  an  averment. 

These  principles  are  noticed  and  relied  on  in  the  case  of  the 
Mayor  and  Burgesses  of  Lynn  Regis,  the  case  of  misnomer  of 
corporations  reported  by  Lord  Coke,  and  which  was  cited  in  the 
argument  for  the  defendants.  In  that  case  the  defendant,  who 
was  sued  upon  a  bond  given  to  the  corporation,  pleaded  noTu  est 
factum^  and  relied  upon  a  variance  in  the  bond  from  the  true 
and  right  name  of  the  corporation.  But  the  plaintiffs  had  judg- 
ment, notwithstanding  the  misnomer. 

In  a  more  modem  case  the  misnomer  of  a  corporation  was  con- 
sidered with  a  view  to  the  argument  which  has  been  urged  in  the 
case  at  bar,  that  a  corporation  is  a  creature  of  the  law,  having  no 
essence  but  what  is  derived  from  its  name.  In  an  action  for  tolls 
which  accrued  to  the  plaintiffs  in  their  corporate  capacity,  and 
as  a  duty  to  the  corporation,  the  corporate  name  of  the  plaintifBs 
was  mistaken ;  and  the  declaration  was  in  a  name  variant  from 
the  name  given  them  in  their  charter.  But  the  decision  was, 
that  the  misnomer  was  not  to  be  taken  advantage  of  at  the  trial 
as  a  ground  of  nonsuit;  and  was  only  pleadable  in  abatement, 
as  in  the  case  of  an  existing  person. 

It  may  be  objected  that  the  variances  in  the  cases  cited  of  m«6- 
nom^r  of  corporations  are  not  so  considerable  or  materi€d  as  the 
variance  is  in  the  case  at  bar,  where  the  name  of  the  promisees, 
as  it  is  expressed  in  the  note,  is  totally  different  from  the  name 
of  the  plaintiffis  in  their  corporate  capacity.  The  inquiry,  how- 
ever, is  in  this  case,  as  it  was  in  the  cases  of  misnomer  which 
have  been  cited,  of  the  description  of  the  promisees,  or  parties 
in  the  note  or  contract  declared  on.  Does  the  name  in  the  note 
sufficiently  indicate  the  plaintiffis  f  Were  they  known  by  it  as 
the  promisees?  Now  this  depends,  in  part  at  least,  upon  any  in- 
quiry of  facts  which  may  or  may  not  be  proved,  and  which  may 
be  provable  by  evidence  extraneous  to  the  note,  or,  for  aught 
that  appears,  the  note  itself  may  maintain  the  plaintiff's  aver- 
ment, that  it  was  made  to  them  by  the  name  therein  expressed. 
In  an  action  of  assumpsit  there  is  no  proferi  of  the  writing  de- 
clared on,  and  this  is  not  like  a  demurrer  for  variance  as  in  a  case 
of  oyer  of  a  deed.    In  such  a  case,  a  different  construction  might 
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be  required  if  there  were  no  averments  to  identify  the  plaintiffs 
m  the  action  with  the  description  given  of  them  in  their  deed. 

Upon  this  demurrer  we  have  only  to  determine  whether  the 
declaration  is  in  itself  absurd  and  repugnant  and  incapable  of 
proof.  We  think  it  ia  not,  upon  the  authorities  respecting  mis- 
nomers  of  corporations,  or  upon  the  reason  of  the  thing.  The 
declaration  is  adjudged  good,  and  the  plaintiffs  are  to  have 

JUDOMEKT  TO  BECOVEB  THEIB  DEMAND. 


The  Corporate  lAfe—Meaning  of  Perpetual  Succession* 

THE  STATB  v.  PAYNE. 

129  Mo.  468.    1895. 

Quo  warranto  by  the  attorney-general  -against  Payne  and  his 
associates,  charging  them  with  usurping  the  franchise  of  being 
a  corporation,  after  the  term  of  corporate  existence  was  alleged 
to  have  expired.  The  defense  was  that  the  term  had  not  ex- 
pired. 

Macfarlanb,  J.  •  •  •  The  only  question  presented  by 
the  pleadings  which  we  deem  it  necessary  to  discuss  is  whether, 
under  the  act  incorporating  the  Kansas  City  Gaslight  and  Coke 
Company,  its  corporate  rights  and  powers  ceased  at  the  expira- 
tion of  thirty  years  after  the  act  became  a  law.  The  question  is 
one  of  vast  importance  both  to  the  corporation  and  the  citizens 
of  Kansas  City.  The  corporation  has  expended  and  now  has  in- 
vested a  large  amount  of  money  in  plants,  mains  and  other  prop- 
erty, which  will  necessarily  be  much  depreciated  in  value  should 
the  property  go  into  the  hands  of  the  stockholder  or  trustees  for 
the  settlement  of  the  corporate  business.  The  citizens^  and  city 
itself,  have  also  great  interest  in  securing  adequate  light  at 
reasonable  rates.  These  considerations,  however,  can  not  affect 
the  legal  principles  involved. 

At  the  time  the  act  in  question  was  passed  the  general  law  of 
the  state  concerning  corporations  declared:  ** Every  corpora- 
tion, as  such,  has  power  to  have  succession  by  its  corporate  name 

♦See  Sec.  1267  et  aeq.,  VoL  9,  Cyclopedia  of  Law. 
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for  the  period  limited  in  its  charter,  and  when  no  period  ia  lim- 
ited, for  twenty  years/'  The  first  section  of  the  act  incorporat- 
ing the  said  gaslight  and  coke  company  granted  to  it  ''perpetual 
succession."  The  second  section  grants  to  the  corporation  the 
''exclusive  right  and  power  of  manufacturing  gas  and  coke  from 
any  substance  whatever  for  and  within  the  city  of  Kansas, 
Jackson  county,"  for  the  term  of  thirty  years. 

It  is  insisted  by  respondents  that  the  grant  of  "perpetual  suc- 
cession," without  other  limiting  words,  gave  to  the  corporation 
the  right  to  perpetual  existence,  and  that  the  limitation  of  thirty 
years,  contained  in  section  2,  was  not  intended  to  limit  the  dura- 
tion of  corporate  existence,  but  of  the  exclusive  rights  specified. 
•    •    • 

The  word  perpetual,  as  used  in  the  act,  expressly  quaUfies  the 
succession  and  not  the  duration  of  the  corporate  existence.  In 
the  connection  used,  does  it  imply  that  the  legislature  intended 
to  grant  the  corporation  unlimited  existence?  The  word  itself 
does  not  necessarily  so  imply.  It  has  more  than  one  meaning, 
as  ** everlasting,*'  ''continued,'^  '* uninterrupted.**  AU  lexi- 
cographers give  these  or  equivalent  words  as  proper  definitions 
of  the  word  ''perpetual.*^ 

The  word  ^* succession,**  in  its  common  legal  use,  denotes  the 
devolution  of  title  to  property  under  the  laws  of  descent  and  dis- 
tribution. It  is  definsd  as  **the  coming  in  of  another  to  take  the 
property  of  one  who  dies  without  disposing  of  it  by  wUl.**  Title 
to  corporate  property  and  franchises  is  hdd  continuously  and 
uninterruptedly  by  and  in  the  name  off  the  corporation,  and  not 
in  the  names  of  the  various  stockholders.  There  is  no  devolution 
of  title  in  case  of  the  death  of  a  member  or  stockholder.  The 
succession  is  not  interrupted,  but  continues  in  the  corporation. 
The  succession  is  continuous  during  the  life  of  the  corporation, 
whether  it  be  for  years  or  for  an  unlimited  time. 

Blackstone  sajrs  that  the  very  end  of  a  corporation  is  "to  have 
perpetual  succession,"  "for  there  can  not  be  a  succession  forever 
without  an  incorporation."  1  Cooley's  Blk.  Com.,  475.  Chan- 
cellor Kent  sayst  "A  corporation  is  a  franchise  possessed  by 
one  or  more  individuals,  who  subsist  as  a  body  politic  under  a 
special  denomination,    •    •    •    with  the  capacity  of  perpetual 
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succession  and  of  acting  in  several  respects,  however  numerous 
the  association  may  be  as  a  single  individual."  2  Kent's  Com., 
268. 

The  duration  of  a  corporation,  though  unlimited  by  its 
charter,  and  though  it  is  given  the  capacity  to  have  perpetual 
succession,  can  not  be  regarded  as  everlasting  within  the  general 
and  common  meaning  of  that  word.  It  may  be  dissolved  and 
cease  to  exist  for  want  of  members,  by  voluntary  surrender  of 
franchises,  forfeiture  by  misuser,  etc.  Ang.  &  Ames  Corp.  [11 
ed.],§8. 

It  will  be  found  by  reference  to  all  the  authorities,  that  a  grant 
of  capacity  to  take  in  ''perpetual  succession"  refers  rather  to  the 
continued  legal  identity  and  succession  than  to  continuous  or 
perpetual  succession.  1  Blk.  Com.,  supra;  2  Kent's  Com.,  supra; 
1  Dill.  Munc.  Corp.,  §  18;  Dartmouth  College  Case,  4  Wheat. 
636;  Field  Corp.,  §§  1  and  71. 

''The  immortality  of  a  corporation  means  only  its  capacity  to 
take  in  perpetual  succession  as  long  as  the  corporation  exists. 
So  far  is  it  from  being  literally  true  that  a  corporation  is  im- 
mortal, many  corporations  of  recent  creation  are  limited  in  their 
duration  to  a  certain  number  of  years."  Ang.  &  Ames  Corp., 
§8. 

Aggregate  corporations  are  "immortal,  because,  in  the  judg- 
ment of  law,  they  never  die,  yet  in  point  of  fact,  like  natural 
persons,  they  are  subject  to  death  and  dissolution  in  various 
ways.  •  •  *  Its  immortality,  therefore,  means  only  its 
capacity  to  take  and  to  act  in  perpetual  succession  so  long  as  the 
corporation  exists."    Potter  Corp.,  §  2. 

"When  it  is  said  that  corporations  have  perpetual  succession, 
it  is  meant  that  they  have  continuity  only  during  any  limited 
period  of  time  which  may  be  fixed  by  the  law  of  their  creation. 
•  *  *  In  the  proper  and  more  restricted  sense  the  immortal- 
ity of  a  corporation  means  only  its  capacity  to  take  in  perpetual 
succession  so  long  as  it  exists.    Spelling  Priv.  Corp.,  §  4. 

Chancellor  Kent  says:  "It  is  sometimes  said  that  a  corpora- 
tion is  an  immortal  as  well  as  an  invisible  and  intangible  being. 
But  the  immortality  of  a  corporation  means  only  its  capacity  to 
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take  in  perpetual  succession  so  long  as  the  corporation  exists." 
2  Kent,  supra. 

Thus,  it  appears  that  the  words  ** perpetual  succession"  as 
used  in  charters  generally  mean  nothing  more  than  that  the  cor- 
poration should  have  continuous  and  uninterrupted  succession 
so  long  as  it  should  continue  to  exist  as  a  corporation,  and  are 
not  intended  to  define  its  duration.  If  no  limit  is  fixed  to  its 
existence  then  it  would  have  an  indefinite  or  unlimited  duration. 
Morawetz  on  Corp.,  §  411. 

The  general  law  in  force  at  the  time  this  special  act  was  passed 
declared  that  every  corporation  should  have  the  capacity  of  suc- 
cession by  its  corporate  name  for  the  period  limited  in  its 
charter,  and  when  no  period  was  limited,  for  twenty  years.  B. 
S.  1855,  §  1,  p.  369. 

It  is  claimed  by  respondents  that  this  provision  of  the  general 
law  is  inconsistent  with  this  special  act  of  incorporation  and  was 
expressly  repealed  by  the  ninth  section.  But  if,  as  we  have  seen 
to  be  the  case,  the  words  *' perpetual  succession"  were  intended 
to  imply  nothing  more  than  a  continuous  succession  during  the 
existence  of  the  corporation,  then  there  is  no  inconsistency.  The 
general  law  must  be  read  into  and  made  a  part  of  the  special 
act.  The  general  law  must  be  taken  as  declaring  the  intent  of 
the  legislature  in  respect  to  the  duration  of  the  corporation.  As 
is  said:  ** Statutes  granting  such  special  privileges  are,  in  one 
sense,  to  be  read  together  and  construed  in  conformity  with  gen- 
eral statutes  laying  down  universal  rules  applicable  to  the  class 
of  corporations  to  which  the  one  claiming  under  the  special  act 
belongs."    Endlich  Interpretation  of  Statutes,  §  56. 

Reading  the  general  law  and  the  first  section  of  the  special 
act  together  the  duration  of  the  corporate  existence  of  the  gas- 
light company  is  clearly  fixed  at  twenty  years.  It  does  not  seem 
that  a  doubt  of  the  legislative  intent  can  be  raised  but  if  one 
should  exist  it  must  be  resolved  against  the  corporation.    •    •    • 

Judgment  of  ousTERt 
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Corporate  Action  Taken  in  Shareholder's  Meeting.^ 

STEVENS  V.  EDEN  MEETING-HOUSE  SOCIETY. 

12  Vt.  688.     1839. 

This  was  an  action  of  assumpsit  on  an  award.  Plea,  non- 
assumpsit. 

On  the  trial  the  plaintiff  produced  the  defendants'  book  of 
records,  which  showed  a  society  regularly  organized  under  the 
statute  constituting  them  a  corporation.  The  by-laws  provided 
that,  among  other  officers,  a  clerk  or  secretary  should  be  chosen, 
and  one  had  been  regularly  elected.  The  by-laws  provided  that 
all  meetings  were  to  be  warned  by  the  clerk,  by  posting  up  a 
written  notice  thereof.  This  appears  to  have  been  done  and  the 
records  regularly  kept  up  to  December,  1836.  The  plaintiff  then 
offered  to  prove,  by  parol  testimony,  that  said  society  continued 
its  meetings,  that  the  persons  who  joined  him  in  the  submission 
were,  at  that  time,  and  at  the  publishing  of  the  award,  the  pru- 
dential committee  of  said  society,  and  that  after  the  award  waa 
made  and  published,  said  society  voted  to  approve  and  confirm 
the  same.  This  was  objected  to  by  the  defendants  and  was  re- 
jected by  the  court,  to  which  the  plaintiff  excepted.  Verdict  and 
judgment  having  passed  for  the  defendants,  the  cause  passed  to 
the  supreme  court. 

The  opinion  of  the  court  was  delivered  by 

CoLLAMER,  J.  A  corporation,  and  every  member  thereof,  is 
bound  by  a  vote  of  the  majority  present  at  a  meeting  warned 
agreeably  to  the  laws  of  the  corporation,  and  not  otherwise.  If 
no  provision  is  made  for  such  warning  every  member  must  have 
personal  notice.  Here  the  clerk  was  authorized  to  warn  a  meet- 
ing by  posting  up  a  written  notice.  No  other  mode  of  calling  a 
meeting  could  be  shown,  and  most  clearly  this  could  not  be 
proved  by  parol  until  the  loss  of  the  notification  was  first  proved, 
but  this  was  not  attempted.  Here  was  an  attempt  to  add  to  the 
records  by  parol,  whole  warnings,  meetings  and  votes.  This  is 
clearly  inadmissible,  and  the  fact  that  no  record  of  meetings 


♦See  Sec.  1258,  Vol.  9,  Cyclopedia  of  Law. 


Digitized  by 


Google 


214  THE  BODY  CORPORATE. 

after  1836  appeared  on  the  books  does  not  authorize  this.  The 
want  of  such  record  only  shows  that  no  such  meeting  was  held. 
If  it  be  asked,  what  is  to  be  done  by  third  persons,  if  a  corpora- 
tion will  not  record  its  appointments  and  votes,  the  answer  is, 
refuse  to  recognize  or  act  on  any  such  assumed  authority  or  un- 
recorded votes,  or  hold  them  personally  liable  who  misrepresent 
their  authority. 

JUDQMSNT  AFFIBICKD. 


IHrectors'  Meeting.^ 

BANK  V.  M'CARTHT. 

55  Ark.  473,  29  Am.  St.  R.  60.    1892. 

Suit  instituted  by  a  dissenting  stockholder  to  have  a  receiver 
appointed  for  a  lumber  company.  In  August,  1869,  this  com- 
pany owed  the  bank  and  McCarthy  about  $25,000  each,  and 
others  about  $6,500.  In  order  to  meet  pressing  claims  the  presi- 
dent sought  a  further  loan  from  McCarthy,  who  offered  to  ad- 
vance $10,000,  provided  the  company  would  give  a  mortgage 
securing  that  sum  and  his  existing  claim  of  $25,000.  This  neces- 
sitated a  meeting  of  directors,  a  call  for  which  was  prepared  and 
served  upon  all  but  one.  Field.  Inquiry  was  made  at  Field's 
office,  but  without  ascertaining  where  he  was.  The  president 
then  went  with  a  notice  of  the  meeting  to  Field's  residence,  and 
finding  no  one  there,  inserted  it  between  the  door  and  casing  and 
left  it.  Field's  family  was  away,  the  residence  was  unoccupied 
at  the  time,  except  by  a  man  who  slept  there,  and  the  notice  was 
not  received  by  Field.  The  meeting  was  held,  and  all  of  the 
directors  (there  being  five),  except  Field,  were  present.  At  this 
meeting  it  was  determined  by  a  vote  of  three  to  one  that  the 
mortgage  should  be  made  to  McCarthy.  The  shareholders  were 
the  same  as  the  directors,  and  the  dissenting  director  as  a  share- 
holder instituted  the  suit  the  same  day  the  mortgage  was  exe- 
cuted. A  receiver  was  appointed  and  it  then  became  apparent 
the  company  was  insolvent.    The  bank  put  in  a  cross-bill  asking 

•See  Sec  1202,  VoL  0,  Cyclopedia  ef  Law. 
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that  the  mortgage  to  McCarthy  be  canceled,  and  McCarthy 
asked  a  foreclosure  and  secured  a  decree  to  that  effect  The 
bank  appealed. 

HBMiNawAY,  J.  *  *  *  The  statute  provides  that  the 
stocky  properly,  affairs  and  business  of  business  corporations 
shall  be  managed  by  not  less  than  three  directors  (Mansf.  Dig., 
§  964) ;  and,  further,  that  a  majority  of  the  directors,  convened 
according  to  the  by-laws,  shall  constitute  a  quorum  for  the  trans- 
action of  business  (section  969). 

In  the  case  of  Simon  v.  Sevier  Association,  54  Ark.  58,  the 
validity  of  a  general  assignment  authorized  by  a  majority  of  the 
directors  at  a  meeting  of  which  the  absent  directors  had  no  notice 
was  considered,  and  we  held  that  the  statute  authorized  a  major- 
ity to  act  only  at  a  meeting  legally  convened,  and  that  it  was 
essential  to  a  legal  meeting  that  it  be  called  in  accorda/nce  with 
the  by-laws  or  rules  of  the  corporation  or  upon  due  and  legal 
notice  given  to  each  of  the  members.  There  was  no  contention 
that  notice  could  not  have  been  served  on  each  member,  and  no 
expression  of  the  law  where  thai  was  a  fact. 

Subsequent  investigation  has  not  altered  our  views  as  then  ex- 
pressed, but  we  are  convinced  that  they  are  in  a  line  with  the 
authority  of  text-writers  and  adjudged  cases.  If  the  rule  were 
otherwise,  the  rights  and  interests  of  minority  holders  would  be 
liable  to  great  abuse.  Even  majorities  might  suffer,  for,  by  ab- 
sence of  some  of  their  number,  the  minority  might  become  the 
majority,  hold  a  meeting  without  notice  to  the  absentees  and 
change  the  entire  course  or  policy  of  the  business,  or  do  acts 
destructive  to  its  prosperity  or  future  existence.  Such  abuse  of 
corporate  power  is  not  unknown  to  the  history  of  corporations, 
and  its  evidence  is  found  in  the  records  of  the  courts.  Rules 
intended  to  check  or  prevent  it  should  be  rigidly  observed,  except 
where  reason  requires  that  they  be  relaxed.  The  wisdom  of  the 
rule  and  the  dangers  incident  to  any  other  are  very  clearly  stated 
by  Judge  Brewer  in  the  case  of  the  Paola  &  Fall  River  R.  Co.  v. 
Comrs.  of  Anderson  Co.,  16  Ran.  309,  where  he  shows  that  if  any 
other  rule  prevailed  it  would  be  possible,  with  a  board  composed 
of  twelve  members,  for  four  directors  to  convene  a  meeting  of 
seven  by  giving  notice  to  three  and  withholding  it  from  five 
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others,  and  to  bind  the  corporation  to  acts  condemned  by  eight. 
That  case  called  for  no  expression  as  to  the  law  in  cases  of  emerg- 
ency where  notice  to  any  director  was  impracticable,  and  con- 
tains no  discussion  of  such  ca^es,  but  there  is  an  intimation  that 
the  rule  might  admit  exceptions  in  such  cases. 

That  such  cases  may  arise  as  will  justify  and  require  excep- 
tions to  be  made,  is  a  conclusion  to  which  reflection  inevitably 
leads.  In  fact,  it  is  conceded  by  the  learned  counsel  for  the  ap- 
pellant **that  a  director  can  not  put  a  stop  to  corporate  business 
by  simply  leaving  its  jurisdiction'';  and  that,  **if  after  a  reason- 
able search  the  parties  are  unable  to  find  him,  the  remaining 
directors  may  attend  to  the  necessary  affairs."  This  indicates 
that  the  exception  arises  upon  a  concunience  of  three  conditions, 
first,  the  impracticability  of  notice;  second,  the  existence  of  an 
emergency  for  action;  and  third,  a  reasonable  necessity  for  the 
action  taken. 

Without  committing  the  court  to  a  full  approval  of  this  form 
of  stating  the  exception,  we  may  say  that  it  seems  to  be  sub- 
stantially correct.  Where  notice  is  practicable,  it  must  be  given; 
it  can  be  dispensed  with  when  impracticable,  only  to  meet  an 
emergency ;  and  the  act  done  must  appear  reasonably  necessary 
to  the  welfare  of  the  corporation.  If  the  act  is  merely  proper, 
but  not  necessary,  or  if  it  appear  that  it  may  become  necessary, 
but  the  necessity  is  not  present,  the  rule  should  not  yield,  for  in 
such  cases  notice  may  become  practicable,  and  the  presence  of 
the  absent  director  be  secured  before  the  necessity  arises  or  the 
emergency  is  present.  Such  we  consider  the  rule  deducible.f  rom 
the  case  of  Chase  v.  Tuttle,  55  Conn.  455,  relied  upon  by  the 
appellee.  For  it  had  been  held  in  earlier  decisions  of  that  court 
that  a  meeting  attended  by  a  majority  of  the  directors,  of  which 
the  minority  had  no  notice,  was  not  lawful,  and  it  does  not  ap- 
pear that  there  was  any  intention  to  overrule  those  decisions. 
Stow  V.  Wyse,  7  Conn.  214;  s.  c,  18  Am.  Dec.  99.*  The  learned 
judge  who  delivered  the  opinion  in  that  case  says  that  **the 
exigency  demanded  immediate  action  to  save  the  property  and 
to  save  expense/'  and  the  action  of  the  meeting  was  upheld  upon 


*Supra,  p.  835. 
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the  ground  that  power  must  be  accorded  the  company  to  protect 
itself.    •    •    • 

Was  the  notice  left  at  his  usual  place  of  residence,  at  a  time 
when  he  and  his  family  were  absent  to  remain  nntil  after  the 
time  fixed  for  the  meeting,  notice  to  himf  Counsel  insist  that 
it  constituted  notice,  and  to  sustain  their  x>osition  cite  us  to  sec- 
tion 5206,  Mansfield  Digest;  but  that  section  has  reference  to 
notices  mentioned  in  the  code,  and  ?.s  notices  to  directors  of  busi- 
ness corporations  are  not  included  in  such  mention,  we  think 
the  section  inapplicable.  The  law  provides  for  no  constructive 
notice  in  such  cases,  and  in  the  absence  of  such  provision  notice 
must  be  personal.  Such  seems  to  be  the  rule  established  by  the 
authorities.  1  Beach  Corp.,  §  281;  Stow  v.  Wyse,  7  Conn.  214; 
s.  c,  18  Am.  Dec.  99,  and  note,  102-3 ;  Covert  v,  Rogers,  38  Mich. 
363;  1  Waterman  on  Corp.,  §  63,  p.  205;  1  Morawetz  Corp., 
§  531;  Stevens  v.  Eden  Meeting-house  Society,  12  Vt.  688;  Hard- 
ing V.  Vanderwater,  40  Cal.  77. 


How  Corporate  Contracts  Should  Be  Executed* 
ZOLLEB  V.  IDE. 
1  Neh.  439.    1871. 

This  is  a  bill  in  chancery,  filed  to  recover  the  legal  title  to 
lands.  Zoller  sought  to  make  his  title  through  a  corporation 
called  "The  Sulphur  Springs  Land  Company,"  by  a  deed  which 
ran,  "I,  Thomas  H.  Benton,  Jr.,  President  of  the  Sulphur 
Springs  Land  Company,  do  hereby  convey,**  etc.,  and  was 
signed  by  Benton  in  the  same  way. 

The  court,  by  Lockwood,  J.,  held  that  this  conveyance  did  not 
pass  the  title  of  the  company,  and,  therefore,  Zoller  did  not  show 
title  in  himself.** 


♦See  Sec.  1263,  Vol.  9,  Cyclopedia  of  Law. 

♦♦This  deed  should  hare  been  to  be  valid; — ^**The  Sulphur  Springs 
Land  Company,  by  Thomas  H.  Benton,  Jr.,  president"  (or  other  officer 
duly  authorized). 
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Dissolution  of  Corporatians^Methods.^ 

THE  BOSTON  GLASS  MANUFACTORY  v.  LANGDON. 

24  Pick.  (Mass.)  49,  35  Am.  Dec.  292.    1834. 

Aflsnmpsit  by  Glaas  eompany  upon  a  note  given  by  defendant 
to  plaintiff.  Plea  in  abatement  that  there  was  at  time  of  suit 
no  sudi  corporation— the  facts  showing  an  incorporation  and  or- 
ganization in  1811,  an  assignment  of  all  the  corporate  property 
in  1817  to  trustees  to  pay  creditors,  and  an  omission  to  hold 
annual  meetings,  choose  directors  or  transact  business  since  that 
time.  The  jury  were  instructed  that  the  corporate  life  contin- 
ued, and  they  found  for  the  plaintiff.  The  instructions  and 
verdict  upon  them  are  assigned  as  errors. 

Morton,  J.  •  •  •  The  legal  establishment  and  due  or- 
ganization of  the  corporation  were  admitted;  but  it  was  con- 
tended that  the  facts  disclosed  showed  a  dissolution  of  it. 

The  elementary  treatises  on  corporation  describe  four  methods 
in  which  they  may  be  dissolved.  It  is  said  that  private  corpora- 
tions may  lose  their  legal  existence  by  the  act  of  the  legislature; 
by  the  death  of  all  the  members;  by  a  forfeiture  of  their  fran- 
chises; and  by  a  surrender  of  their  charters.  2  Eyd  Corp.  447; 
1  Bl.  Comm.  485;  2  Kent's  Comm.  (1st  ed.)  245;  Angell  and 
Ames  Corp.,  501 ;  Oakes  v.  Hill,  14  Pick.  442.  No  other  mode  of 
dissolution  is  anywhere  mentioned  or  alluded  to. 

1.  In  England,  where  the  parliament  is  said  to  be  omnipo- 
tent, and  where  in  fact  there  is  no  constitutional  restraint  upon 
their  action,  but  their  own  discretion  and  sense  of  right,  corpora- 
tions are  supposed  to  hold  their  franchises  at  the  will  of  the  leg- 
islature. But  if  they  possess  the  power  to  annul  charters,  it 
certainly  has  been  rarely  exercised  by  them.  In  this  country, 
where  the  legislative  power  is  carefully  defined  by  explicit 
fundamental  laws,  by  which  it  must  be  governed  and  beyond 
which  it  can  not  go,  it  has  become  a  question  of  some  difficulty  to 
determine  the  precise  extent  of  their  authority  in  relation  to  the 
revocation  of  charters  granted  by  them.    But  as  it  is  not  pre- 

*8ee  Sec.  1264  et  seq.,  Vol.  9,  Cyclopedia  of  Law. 
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tended  that  there  has  been  any  legislative  repeal  of  the  plaintiff's 
charter,  it  will  not  be  useful  further  to  discuss  this  branch  of  the 
subject 

2.  As  all  the  original  stockholders  are  not  deceased,  the  cor- 
poration can  not  be  dissolved  for  the  want  of  members  to  sustain 
and  exercise  the  corporate  powers.  Besides,  this  mode  of  dissolu- 
tion can  not  apply  to  pecuniary  or  business  corporations.  The 
shares,  being  property,  pass  by  assignment,  bequest  or  descent, 
and  must  ever  remain  the  property  of  some  persons,  who  of 
necessity  must  be  members  of  the  corporation  as  long  as  it  may 
exist 

3.  Although  a  corporation  may  forfeit  its  charter  by  an 
abuse  or  misuser  of  its  powers  and  franchises,  yet  this  can  only 
take  effect  upon  a  judgment  of  a  competent  tribunal.  2  Kent's 
Comm.  (1st  ed.)  249;  Corporation  of  Colchester  v.  Seaber,  3 
Burr.  1866;  Smith's  Case,  4  lyiod.  53.  Whatever  neglect  of  duty 
or  abuse  of  power  the  corporation  may  have  been  guilty  of,  it  is 
perfectly  clear  that  they  have  not  lost  their  charter  by  forfeit- 
ure. Until  a  judicial  decree  to  this  effect  be  passed,  they  will 
continue  their  corporate  existence.  The  King  v.  Amery,  2  T.  R. 
515. 

4.  Charters  are  in  many  respects  compacts  between  the  gov- 
ernment and  the  corporators.  And  as  the  former  can  not  deprive 
the  latter  of  their  franchises  in  violation  of  the  compact,  so  the 
latter  can  not  put  an  end  to  the  compact  without  the  consent  of 
the  former.  It  is  equally  obligatory  on  both  parties.  The  sur- 
render of  a  charter  can  only  be  made  by  some  formal  solemn  act 
of  the  corporation ;  and  will  be  of  no  avail  until  accepted  by  the 
government  There  must  be  the  same  agreement  of  the  parties 
to  dissolve  that  there  was  to  form  the  compact.  It  is  the  accept- 
ance which  gives  efficacy  to  the  surrender.  The  dissolution  of  a 
corporation,  it  is  said,  extinguishes  all  its  debts.  The  power  of 
dissolving  itself  by  its  own  act  would  be  a  dangerous  power,  and 
one  which  can  not  be  supposed  to  exist. 

But  there  is  nothing  in  this  case  which  shows  an  intention  of 
the  corporators  to  surrender  or  forfeit  their  charter,  nor  any- 
thing which  can  be  construed  into  a  surrender  or  forfeiture. 

The  possession  of  fxaperty  is  not  essential  to  the  existence  of  a 
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corporation.  2  Kent's  Comm.  (Ist  ed.)  249.  Its  insolvency  can 
not,  therefore,  extinguish  its  legal  existence.  Nor  can  the  assign- 
ment of  all  its  property  to  pay  its  debts,  or  for  any  other  pur- 
pose, have  that  effect.  The  instrument  of  assignment  was  not 
60  intended,  and  can  not  be  so  construed.  All  its  provisions  look 
to  the  continuance  of  the  corporation.  It  contains  covenants 
that  the  assignees  may  use  the  corporate  name  for  the  collection 
of  the  debts  and  the  disposition  of  the  property  assigned;  that 
the  corporation  will  not  hinder  or  obstruct  them  in  the  perform- 
ance of  these  functions;  that  it  will  make  any  further  convey- 
ances and  assurances  which  may  become  necessary,  and  will  do 
and  perform  any  other  and  further  acts  which  may  be  required 
to  enable  the  assignees  fully  to  execute  their  trust.  The  instru- 
ment which  covenants  for  future  acts  can  not  be  construed  to 
take  away  all  power  of  action. 

The  omission  to  choose  directors  clearly  does  not  show  a  dis- 
solution of  the  corporation.  Although  the  proper  officers  may 
be  necessary  to  enable  the  body  to  act,  yet  they  are  not  essential 
to  its  vitality.  Even  the  want  of  officers  and  the  want  of  power 
to  elect  them,  would  not  be  fatal  to  its  existence.  It  has  a  poten- 
tiality which  might,  by  proper  authority,  be  called  into  action 
without  affecting  the  identity  of  the  corporate  body.  Colchester 
V.  Seaber,  3  Burr.  1870. 

But  here  in  fact  was  no  lack  of  officers.  Although  no  direct- 
ors had  been  chosen  for  several  years,  yet  by  the  by-laws  of  the 
corporation  the  directors,  though  chosen  for  one  year,  were  to 
continue  in  office  till  others  were  chosen  in  their  stead.     •     •     • 

Affirmed. 


Effect  of  Dissolution* 

STATE  BANK  v.  THE  STATE. 

1  BlacJcf,  (Ind.)  267,  12  Am.  Dec.  234.    1823. 

Quo  warranto  against  the  bank  for  numerous  violations  of  its 
charter.    The  defendant  pleaded  not  guilty  to  all  the  charges. 


•See  Sec.  1266,  Vol.  9,  Cyclopedia  of  Law. 
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On  the  trial  in  the  lower  court  the  jury  found  them  guilty  of 
nine  of  the  charges.  A  motion  in  arrest  of  judgment  was  made 
and  overruled,  and  judgment  given  that  the  privileges,  liberties 
and  franchises  be  seized  into  the  custody  of  the  state,  together 
with  all  the  goods,  chattels,  rights,  credits  and  effects  of  every 
kind.  Various  errors  were  assigned,  two  of  which  were :  1,  that 
the  charges  did  not  justify  a  forfeiture,  and  2,  the  judgment  of 
seizure  of  the  franchises  and  property  violated  the  constitution 
of  the  state,  providing  that  no  man's  property  should  be  taken 
for  a  public  use  without  the  consent  of  his  representatives,  etc. 

HoLMAN,  J.  •  •  •  That  a  corporation  may  forfeit  its 
charter  for  misusing  or  abusing  its  franchises  is  a  doctrine  that 
can  not  now  be  disputed.  See  1  Bl.  Comm.,  485;  2  Kyd  Cor.- 
474,  and  the  cases  there  cited.  For  there  is  an  implied  condition 
annexed  to  each  particular  grant,  which,  if  violated,  forfeits  the 
whole  franchise.  2  Bac,  31.  Inasmuch  as  it  is  the  duty  of  cor- 
porations to  act  up  to  the  end  or  design  for  which  they  were 
created  (1  Bl.  Coram.,  480)  so  when  they  pursue  such  measures 
as  wholly  frustrate  this  design  the  reason  of  their  existence 
ceases,  and  it  is  but  just  that  their  existence  should  also  be  ter- 
minated. Wliether  every  slight  deviation  from  the  intention  of 
the  charter  should  occasion  a  forfeiture  is  not  the  question,  but 
when  the  grand,  leading  conditions  and  restrictions  in  the 
charter  have  been  violated  there  can  be  no  question  but  the 
franchises  are  thereby  forfeited.  Sveral  of  the  charges  found 
by  the  jury  against  this  corporation  are  of  this  nature,  and  show 
that  they  have  evidently  abused  their  most  important  privileges 
to  the  manifest  injury  of  others  and  of  the  community  in  gen- 
eral.    •     •     • 

But  if  it  be  contended  that  such  a  private  property  exists  in 
the  individual  shareholders  as  will  be  destroyed  if  the  franchises 
of  the  corporation  be  seized,  and,  inasmuch  as  the  private  prop- 
erty is  guaranteed  by  the  constitution,  that  the  constitution  must 
also  of  necessity  guaranty  the  continued  existence  of  those 
franchises  or  otherwise  this  property  will  be  annihilated,  we 
shall  find  that  this  doctrine  is  not  warranted  by  the  constitution. 
The  privilege  of  holding  stock  in  this  bank  is  inseparably  con- 
nected with  its  existence  as  a  corporation,  and  inasmuch  as  we 
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have  seen  that  the  existence  of  the  corporation  depends  on  the 
implied  condition  that  it  will  not  violate  its  charter,  so  this 
privilege  of  holding  stock  in  this  bank  mnst  depend  for  its  con- 
tinuance on  the  same  implied  condition.  The  president  and 
directors  of  the  corporation  become  the  agents  of  the  stock- 
holder, and  if  they  violate  the  conditions  on  which  he  enjoys 
this  privilege,  his  privilege  is  immediately  subjected  to  forfeit- 
ure by  this  act  of  his  agents.  Nor  will  the  regard  which  the 
constitution  has  for  private  properly  secure  such  property  from 
annihilation  by  a  dissolution  of  the  corporation.  So  that  we 
see  nothing  in  the  constitution  to  prevent  the  seizure  of  those 
franchises,  let  the  effect  upon  private  property  be  what  it  may. 
And  there  can  be  no  doubt  but  that  this  judgment,  so  far  as  it 
authorizes  a  seizure  of  the  franchises  into  the  hands  and  custody 
of  the  state,  is  warranted  by  law.  When  it  appears  that  the  lib- 
erty has  been  once  granted,  and  is  forfeited  by  misuser  or  non- 
user,  the  judgment  shall  be  that  it  be  seized  into  the  king's 
hands.  Tear  Book  15  Ed.  4,  cited  in  2  Kyd  Corp.,  407.  And 
such  appears  to  be  the  law  at  present.    •    •    • 

There  are  but  two  grounds  on  which  it  can  be  contended  that 
the  corporate  effects  fall  into  the  hands  of  the  state :  1.  As  a 
forfeiture  for  abusing  the  franchises;  or  2,  For  the  want  of  an 
owner  by  the  dissolution  of  the  corporation.  When  we  examine 
the  first  of  these  grounds  we  find  nothing  in  the  books  to  sup- 
port an  idea  that  the  abuse  of  corporate  franchises  occasions 
forfeiture  of  lands  or  goods,  rights  or  credits,  or,  in  fact,  occa- 
sions any  other  forfeiture  but  the  franchises  themselves.  The 
consequence  of  a  breach  of  the  implied  condition  on  which  their 
liberties  were  granted  was  not  that  they  should  forfeit  their 
property  or  possessions  if  they  abused  their  franchises,  but  only 
that  they  should  forfeit  their  franchises.  That  which  comes  out 
of  the  hands  of  the  king  is  the  proper  subject  of  forfeiture;  the 
king,  by  the  seizure,  resuming  what  originally  flowed  from  his 
bounty.  Authorities  leading  to  this  conclusion  are  numerous. 
See  the  cases  cited  in  2  Bac,  32,  and  in  The  King  v.  Amery, 
2  T.  B.  515.  For  the  forfeiture  is  the  same  for  non-user  when 
no  property  has  been  held  or  rights  exercised,  as  for  misuser  or 
abuser  after  the  possession  of  mudi  property  and  the  exercise 
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of  extensive  rights  and  credits ;  and  the  judgment  is  the  same  in 
both  cases.  Consequently,  the  judgment  could  not  direct  a 
seizure  of  the  corporate  possessions  as  a  forfeiture  for  the  yiola- 
tion  of  the  charter.  Nor  is  the  second  ground— that  the  prop- 
erty falls  to  the  state  for  the  want  of  an  owner,  on  the  dissolu- 
tion of  the  corporation— more  tenable  as  a  foundation  on  which 
to  sustain  this  judgment.  For  the  ownership  of  the  corporation 
does  not  cease  until  its  dissolution.  And  whether  it  is  dissolved 
by  the  judgment  of  seizure  or  not,  until  the  state  has  execution 
on  that  judgment,  is  not  here  very  material.  For  if  the  corpora- 
tion is  dissolved  by  the  judgment,  the  judgment  must  be  regu- 
larly entered,  and  have  its  full  effect  before  the  dissolution  takes 
place,  and  it  is  not  till  then  that  the  property  can  be  said  to  be 
without  an  owner.  The  loss  of  the  property  to  the  corporation 
is  a  consequence  of  the  judgment,  and  it  is  a  contradiction  of 
the  first  principles  of  reason— a  complete  reversal  of  effect  and 
cause— to  make  such  loss  of  property  a  part  of  the  judgment. 
That  which  can  not  exist  until  after  the  judgment,  can  never 
be  the  subject-matter  on  which  the  judgment  is  given.  But  the 
better  opinion  seems  to  me,  that  the  corporation  is  not  dissolved 
by  the  judgment  of  seizure,  but  that  it  exists  until  the  fran- 
chises are  seized  by  execution  on  that  judgment.  See  Eyd  Corp., 
409,  410,  and  the  authorities  there  cited.  Consequently,  the  last 
shadow  of  a  support  for  this  judgment  on  this  ground  must 
vanish. 

We  have  thus  far  examined  the  judgment  which  directs  a  seiz- 
ure of  the  goods  and  chattels,  rights  and  credits,  lands  and  tene- 
ments of  the  corporation,  on  the  assumed  position  that  they  will 
necessarily  fall  to  the  state  on  the  dissolution  of  the  corporation. 
We  shall  now  inquire  into  the  correctness  of  this  position.  In 
order  to  elucidate  the  subject  we  shall  examine  it  in  detail,  and 
in  the  first  place  inquire  what  becomes  of  the  lands  and  tene- 
ments; secondly,  what  becomes  of  the  goods  and  chattels,  and 
thirdly,  what  becomes  of  the  rights  and  credits  of  the  corpora- 
tion t  and  we  shall  find  that  each  of  these  three  items  is  governed 
by  different  principles. 

First.  As  to  the  lands  and  tenements:  '^When  a  corporation 
is  dissolved,^'  says  Sir  Wm.  Blackstone,  ''the  lands  and  tene- 
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ments  revert  to  the  person  or  his  heirs  who  granted  them  to  the 
corporation;  for  the  law  doth  annex  a  condition  to  every  such 
grant,  that  if  the  corporation  be  dissolved  the  grantor  shall 
have  the  lands  again.  The  grant  is  only  during  the  life  of  the 
corporation,  which  may  endure  forever,  but  when  that  life  is 
determined  by  the  dissolution  of  the  body  politic,  the  grantor 
takes  it  back  by  reversion,  as  in  the  case  of  every  other  grant 
for  life.''  1  Bl.  Comm.,  484.  This  is  the  doctrine  advanced  by 
Lord  Coke,  Co.  Litt.  13&.  See,  also,  2  Kyd  Cor.,  516 ;  2  Bac.,  32 ; 
2  Cruise,  493;  Colchester  v.  Seaber,  3  Burr.  1866.  We  see  but 
little  in  the  books  that  contradicts  or  questions  those  authorities, 
and  the  cases  that  look  a  different  way  maintain  that  the  lands 
would  escheat.  2  Bac.  32.  If  either  of  those  principles  be  cor- 
rect we  feel  warranted  in  determining  that  the  corporate  lands 
and  tenements  can  not  be  seized  into  the  hands  of  the  state,  and 
certainly  not  in  the  manner  contemplated  by  this  judgment. 

Secondly.  As  to  the  goods  and  chattels:  On  this  subject  the 
books  are  almost  silent.  In  the  argument  of  Colchester  v.  Sea- 
ber, it  is  said  by  Sir  Fletcher  Norton,  on  the  authority  of  1  Ro. 
Ab.  816,  that  the  goods  and  chattels  go  to  the  crown.  An 
English  writer,  who  has  collected  together  most  of  the  cases  on 
corporations,  concludes  his  remarks  on  the  effect  of  a  dissolution 
in  these  words:  **What  becomes  of  the  personal  estate  is,  per- 
haps, not  decided;  but  probably  it  vests  in  the  crown."  2  Kyd 
on  Corp.,  516.  We  do  not  feel  under  the  necessity  of  resolving 
any  doubts  which  may  rest  on  this  subject ;  for  if  the  law  were 
conclusive,  that  the  goods  and  chattels  in  this  case  would  vest 
in  the  state  on  the  dissolution  of  the  corporation,  yet  we  have 
already  seen  that  this  would  not  be  as  a  forfeiture,  but  because 
they  are  without  an  owner,  and  that  the  claim  of  the  state  could 
not  exist  until  after  judgment ;  consequently,  it  is  impossible  to 
include  them  in  the  terms  of  the  judgment. 

Thirdly.  As  to  the  rights  and  credits  of  the  corporation: 
These,  as  applying  to  the  debts,  etc.,  due  to  the  corporation,  are 
supposed  to  be  of  considerable  amount,  and  have  formed  a  prin- 
cipal feature  in  every  view  of  this  ease.  But  the  importance  of 
the  case,  arising  from  the  amount  in  controversy,  can  not  affect 
the  principles  by  which  it  is  governed;  and  when  those  prin- 
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ciples  are  fixed  they  must  be  declared,  let  the  consequence  to  in- 
dividuals or  the  community  be  what  it  may.  That  the  debts  are 
necessarily  lost  to  the  corporation  naturally  follows  from  the 
principles  we  have  examined.  For  when  dissolved  they  have  no 
existence,  and  can  have  no  claim  to,  nor  control  over,  anything 
whatever.  They  not  only  die,  but  leave  no  representative  behind 
them.  This,  in  every  respect,  is  the  case  with  aggregate  corpora- 
tions. Sole  corporations  depend,  in  this  respect,  upon  principles 
somewhat  different;  but  with  them  we  have  now  no  concern. 
But  although  the  debts  fall  out  of  the  lifeless  hands  of  the  cor- 
poration at  the  same  time  with  their  real  and  personal  estate, 
yet  when  thus  out  of  their  hands,  they  are  very  different  in  their 
natures  from  the  real  and  personal  estate. 

Lands  and  goods  have  a  necessary  existence,  although  they 
may  be  without  an  owner  in  being  or  in  expectancy.  They  con- 
tinue in  being  and  may  be  made  the  subject  of  possession  by 
occupancy.  But  this  is  not  the  case  with  respect  to  debts.  They 
have  no'  necessary  existence,  and  are  so  conclusively  personal 
that  they  can  not  exist  without  an  obligor  and  obligee,  without 
the  possibility  of  a  representative,  the  obligation  ceases.  Such 
appears  to  be  the  case  on  the  dissolution  of  a  corporation  aggre- 
gate. Blackstone  says:  **The  debts  of  a  corporation,  either  to 
or  from  it,  are  totally  extinguished  by  its  dissolution,  so  that  the 
members  thereof  can  not  recover  or  be  charged  with  them,  in 
their  natural  capacities.  1  Bl.  Comm.,  484;  2  Kyd  Corp.,  516, 
uses  the  same  language.  2  Bac,  32,  advances  nearly  the  same 
doctrine,  on  the  authority  of  Lev.,  237;  Owen,  73,  and  2  And., 
107.  And  this  doctrine  is  either  directly  or  indirectly  supported 
in  a  variety  of  cases.  See  the  before-mentioned  case  of  Col- 
chester V.  Seaber;  also  Rex  v.  Pasmore,  3  T.  R.  199;  The  Mayor, 
etc.,  of  Scarborough  v.  Butler,  2  Lev.  237;  4  Com.  Dig.,  273. 
If  this  doctrine  be  correct,  and  we  find  it  uncontradicted,  the 
seizure  of  the  rights  and  credits  of  the  corporation  is  impossible 
in  the  nature  of  things,  because  their  existence  ceases  as  the 
claim  of  the  state  commences.  But  even  if  they  could  be  seized 
into  the  hands  of  the  state  they  would  be  unavailing.  The  debts 
due  to  the  corporation  could  not,  on  any  common  law  principle, 
be  collected  by  the  state  or  its  agent,  there  being  no  privity  of 
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contract^  either  in  fact  or  law,  between  the  state  and  debtor  to 
the  corporation.    •    •    • 

Thus,  in  no  view  of  the  case,  can  that  part  of  the  judgment 
which  directs  a  seizorCy  into  the  hands  of  the  state,  of  the  goods 
and  chattels,  rights,  credits  and  effects,  land^  tenements  and 
hereditaments  of  the  corporation,  be  supported. 

Affirmed  as  to  seizure  of  franghisbiS  but  rbsversbd  as  to 

SEIZURE  OF  PROPERTY. 


GRIFFITH   BT  AL.  v.  BLACKWATEB  BOOM  AND 
LUMBER  CO, 

46  W.  Va.  56.    1899. 

In  a  suit  by  creditors  against  the  lumber  company  to  settle  up 
its  affairs  there  were  three  contested  claims  in  favor  of  one 
Thomson,  for  over  $115,000.  One  of  these,  for  over  $98,000, 
was  adjudged  not  to  be  a  preferred  claim,  but  if  of  any  validity 
at  all,  to  be  such  as  to  share  only  pro  rata  with  other  claims. 
This  claim  arose  out  of  a  contract  called  the  stocking  contract, 
whereby  Thomi>son  was  to  cut,  saw  and  deliver  all  its  timber  at 
the  mill  at  a  certain  price.  Before  any  part  of  this  contract  was 
carried  out  the  company's  affairs  were  placed  in  the  hands  of  a 
receiver  by  consent  of  all  parties  interested.  Thompson  claimed 
damages  for  the  breach  of  this  contract,  and  over  $98,000  was 
found  to  be  the  proper  amount,  if  he  was  entitled  to  anything. 
He  claimed  also  that  under  a  statute  making  claims  for  work  and 
labor  preferred  claims,  the  damages  for  a  breach  of  contract  for 
work  and  labor  would  have  the  same  preference.  The  lower 
court  decreed  that  this  was  not  a  preferred  claim,  but  allowed  it 
to  be  a  valid  claim.    Other  creditors  appealed. 

Dent,  P.  •  •  •  The  last  report  of  the  receiver  shows 
that,  if  the  three  contested  claims  of  Albert  Thompson  are  al- 
lowed, the  assets  of  the  company  wiU  greatly  fall  short  of  the 
liabilities;  but,  if  such  claims  are  disallowed,  there  will  be  in 
the  neighborhood  of  $30,000  to  be  distributed  among  the  stock- 
holders. So  these  amounts  are  of  very  grave  importance  to  the 
stockholders,  Albert  Thompson,  and  the  other  creditors,  the  most 
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important  of  which  is  his  right  to  recover  the  alleged  profits  of 
his  abrogated  contract  hy  way  of  damages,  ascertained  by  the 
final  decree  to  amonnt  to  $98,661.56,  as  of  the  24th  day  of  No- 
vember, 1896.  These  damages  are  claimed  by  reason  of  an 
alleged  breach  of  its  contract  by  the  company.  This,  however, 
is  a  legal  impossibility,  for  the  reason  that,  at  the  time  the 
alleged  breach  occurred,  the  company  had  ceased  to  exist  save 
only  in  name,  and  its  bones  were  already  bleaching  on  the  plains 
of  corporate  existence  amid  millions  of  their  kind.  By  force  of 
law,  it  had  been  compeUed  to  surrender  its  franchises  into  the 
hands  of  a  receiver  on  account  of  its  inability  to  further  carry 
on  its  business,  without  great  threatened  loss  to  its  creditors  and 
stockholders,  and  it  was  afterwards  finally  dissolved  by  the  dis- 
posal of  all  its  property,  to  all  which  Albert  Thompson  was  pres- 
ent and  gave  his  assent,  with  certain  reservations  in  his  own 
interest.  Where  an  insolvent  corporation  is  forced  into  liquida- 
tion and  dissolution  aU  its  executory  contracts  perish  with  it, 
for  this  is  an  implied  condition  of  their  execution. 

In  7  Am.  &  Eng.  Ency.  Law  (2  ed.),  116,  the  law  is  stated  to 
be:  ''When  performance  of  a  contract  is  dependent  upon  the 
continued  existence  of  a  given  person  or  thing,  and  such  contin- 
ued existence  was  assumed  as  the  basis  of  the  agreement,  the 
death  of  the  person  or  the  destruction  of  the  thing  puts  an  end 
to  the  obligation.''  The  continued  existence  of  the  corporation 
was  assumed  as  the  basis  of  the  contract  with  Albert  Thompson, 
and  its  involuntary  dissolution  put  an  end  to  performance  on  its 
part,  and  the  contract  ceased  to  be  binding,  as  there  was  no  one 
left  to  perform  it  according  to  its  terms.  People  v.  Olobe  Mut. 
Life  Lis.  Co.,  91  N.  Y.  174;  1  Am.  &  Eng,  Corp.  Cas.  586,  note 
594.  Such,  however,  is  not  the  law  where  a  solvent  corporation 
is  voluntarily  dissolved.  By  its  own  act  it  can  not  relieve  itself 
from  its  contracts,  but  its  assets  will  be  held  liable  for  breaches 
thereof.  It  must  be  taken  as  an  implied  condition  of  all  such 
contracts  that  such  corporation  will  not  voluntarily  try  to 
escape  or  evade  fulfillment,  and  if  it  does,  equity  will  not  recog- 
nize its  dissolution  nor  permit  the  distribution  of  its  assets  until 
its  contracts  are  satisfied.  Olass  Co.  v.  Stoehr,  54  Ohio  St.  157, 
43  N.  E.  Rep.  279;  Schleider  v.  Diehnan,  44  La.  Ann.  462,  10 
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South  934.  The  appellee,  Thompson,  claims  that  the  dissolution 
of  the  corporation  was  voluntary,  for  the  reason  that  the  officers 
assented  thereto.  They  assented  because  its  business  had  as- 
sumed such  a  condition  that  it  could  not  be  continued  without 
great  loss  to  its  creditors  and  stockholders.  And  to  this  the  ap- 
pellee, Thompson,  also  assented.  Hence  its  dissolution  was  not 
voluntary,  but  was  brought  about  by  the  force  of  circumstances, 
and  the  final  determination  of  its  affairs  shows  that  it  was  not 
solvent.    •    •    • 

A  receiver  is  not  bound  to  carry  out  executory  contracts  of  the 
corporation,  but  he  may  disregard  them.  Beach  Rec,  §  328. 
The  power  to  adopt  or  reject  the  defendant's  contract,  to  accept 
those  which  are  of  advantage  to  the  trust  estate,  and  reject  the 
burdensome  ones,  is  restricted  to  the  receiver.  The  rule  is  not 
reciprocal,  hence  it  is  called  *' anomalous.'*    Section  cited: 

**The  court,  however,  may  order  the  receiver  to  complete  tm- 
finished  contracts,  if  by  so  doing  the  interests  of  all  parties  will 
be  better  conserved,  and  in  such  case  whatever  is  done  by  the 
receiver  in  the  performance  of  such  contracts  becomes  an  obliga- 
tion upon  the  receivership  and  its  property,  to  be  protected  by 
the  court."  Smith  Rec,  pp.  102,  103,  §  35.  The  receiver  in  this 
case  did  adopt,  under  the  instruction  of  the  court,  and  partly 
carry  out  the  stocking  contract;  but  finally  the  court,  reaching 
the  conclusion,  with  the  assent  of  all  parties,  except  Albert 
Thompson,  determined  to,  and  did,  abandon  the  stocking  con- 
tract and  direct  a  sale  of  the  property.  This  the  court  had  the 
legal  and  equitable  power  to  do.  It  thereby  determined  that  the 
carrying  out  of  the  contract  would  be  injurious  to  those  in  inter- 
est. After  this  action  on  the  part  of  the  court,  the  corporation, 
the  receiver  or  Albert  Thompson  would  be  in  contempt  even  in 
seeking  to  carry  out  the  same.     •     •    • 

Decbee  below  reversed. 
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CHAPTER  IV. 

CORPORATE  POWERS  AND  UABIUTIES.* 

Corporate  Capacity —Powers** 

THOMAS  V.  RAILROAD  COMPANY. 
101  U.  S.  71.    1879. 

Error  to  the  circuit  court  of  the  United  States  for  the  eastern 
district  of  Pennsylvania. 

This  was  an  act  of  covenant,  by  Thomas  et  al.  against  the  West 
Jersey  Railroad  Company,  and  they,  to  maintain  the  issue  on 
their  part,  offered  to  prove  that : 

In  October,  1863,  the  Millville  and  Glassboro  Railroad  Com- 
pany, incorporated  by  the  legislature  of  New  Jersey  in  1859, 
entered  into  an  agreement  with  them  leasing  its  road,  buildings 
and  rolling-stock  to  them  for  twenty  years  from  August,  1863, 
for  the  consideration  of  one-half  of  the  gross  sum  collected  from 
the  operation  of  the  road  by  the  plaintiffs  during  that  period; 
and  providing  that  the  company  might  at  any  time  terminate 
the  contract  and  retake  possession  of  the  railroad,  and  in  such 
case,  if  the  plaintiffs  so  desired,  arbitrators  should  decide  upon 
the  value  of  the  contract  and  the  loss  incurred  by  the  termination 
thereof ;  and  the  decision  was  to  be  final,  conclusive,  and  binding 
upon  the  parties. 

In  October,  1867,  articles  of  agreement  were  entered  into  be- 
tween the  Millville  and  Glassboro  Railroad  Company  and  the 
West  Jersey  Railroad  Company,  the  defendant,  whereby  it  was 
agreed  that  the  former  should  be  merged  into  and  consolidated 
with  the  latter. 


•See  Sees.  1267-1297,  Vol.  9,  Cyclopedia  of  Law. 
♦•See  Sec.  1267  et  seq.,  Vol.  9,  Cyclopedia  of  Law. 
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In  November,  1867,  a  written  notice  was  served  by  the  MilU 
ville  and  Glassboro  Railroad  Company  upon  the  plaintiffs,  put- 
ting an  end  to  the  contract  and  to  all  the  rights  thereby  granted, 
and  notifying  them  that  the  company  would  retake  iKMsessioQ 
of  the  railroad  on  the  first  day  of  April,  1868. 

In  March,  1868,  the  legislature  of  New  Jersey  enacted  that, 
upon  the  fulfillment  of  certain  preliminaries,  the  Millville  and 
Glassboro  Railroad  Company  should  be  consolidated  with  the 
West  Jersey  Railroad  Company,  * 'subject  to  all  the  debts,  liabili- 
ties and  obligations  of  both  of  said  companies."  These  condi- 
tions were  fulfilled,  and  the  railroad  was  duly  delivered  by  the 
plaintiffs  to  the  West  Jersey  Railroad  Company  on  the  first 
of  April,  1868. 

Notices  to  arbitrate  according  to  the  terms  of  the  agreement 
were  served  by  the  plaintiffs  upon  the  Millville  and  Glassboro 
Railroad  Company,  and  immediately  thereafter  upon  the  West 
Jersey  Railroad  Company.  An  agreement  of  submission  was 
entered  into  whereby  arbitrators  were  appointed,  with  power 
to  settle  the  controversy  between  the  parties.  An  award  was 
made  by  which  the  value  of  the  unexpired  term  of  the  lease, 
and  the  loss  sustained  by  reason  of  the  termination  thereof,  to 
and  by  the  plaintiffs,  was  adjudged  to  be  the  sum  of  $159,437.- 
07;  and  the  West  Jersey  Railroad  Company  was  ordered  to 
pay  that  sum  to  the  plaintiffs.  This  award  was  subsequently 
set  aside  in  a  suit  in  equity  brought  in  New  Jersey. 

The  plaintiffs  further  offered  to  prove  their  compliance  in 
all  respects  with  the  terms  of  the  lease,  its  value,  and  the  loss 
and  damage  they  had  sustained  by  reason  of  its  termination  as 
aforesaid.  The  court  excluded  the  offered  testimony  on  the 
ground  that  the  lease  by  the  Millville  and  Glassboro  Railroad 
Company  to  the  plaintiffs  was  iiltra  vires,  and  directed  the  jury 
to  return  a  verdict  for  the  defendant.  The  plaintifiiis  duly  ex- 
cepted, and  sued  out  this  writ. 

MiLLBB,  J.  •  •  •  The  ground  on  which  the  court  held 
the  contract  to  be  void,  and  on  which  the  ruling  is  supported  in 
argument  here,  is  that  the  contract  amounted  to  a  lease,  by 
which  the  railroad,  rolling-stock,  and  franchises  of  the  eor- 
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poration  were  transferred  to  plaintiffis,  and  that  such  a  contract 
was  ultra  vires  of  the  company. 

It  is  denied  by  the  plaintiffs  that  the  contract  can  be  fairly 
called  a  lease. 

But  we  know  of  no  element  of  a  lease  which  is  wanting  in 
this  instrument.  ^'A  lease  for  years  is  a  contract  between  lessor 
and  lessee,  for  possession  of  lands,  etc.,  on  the  one  side,  and  a 
recompense  by  rent  or  other  consideration  on  the  other."  4 
Bac.  Abr.  632.    ••    • 

The  authority  to  make  this  lease  is  placed  by  counsel  pri- 
marily in  the  following  language  of  the  thirteenth  section  of  the 
company's  charter: 

''That  it  shall  be  lawful  for  the  said  company,  at  any  time 
during  the  continuance  of  its  charter,  to  make  contracts  and 
engagements  with  any  other  corporation,  or  with  individuals, 
for  the  transporting  or  conveying  any  kinds  of  goods,  produce, 
merchandise,  freight,  or  passengers,  and  to  enforce  the  fulfill- 
ment of  such  contracts." 

This  is  no  more  than  saying:  ''You  may  do  the  business  of 
carrying  goods  and  passengers,  and  may  make  contracts  for 
doing  that  business.  Such  contracts  you  may  make  with  any 
other  corporation  or  with  individuals."  No  doubt  a  contract 
by  which  the  goods  received  from  railroad  or  other  carrying 
companies  should  be  carried  over  the  road  of  this  company,  or 
by  which  goods  or  passengers  from  this  road  should  be  carried  by 
other  railroads,  whether  connecting  immediately  with  them  or 
not,  are  within  this  power,  and  are  probably  the  main  object  of 
the  clause.  But  it  is  impossible,  under  any  sound  rule  of  con- 
struction, to  find  in  the  language  used  a  permission  to  sell, 
lease,  or  transfer  to  others  the  entire  road  and  the  rights  and 
franchises  of  the  corporation.  To  do  so  is  to  deprive  the  com- 
pany of  the  power  of  making  those  contracts  which  this  clause 
confers,  and  of  performing  the  duties  which  it  implies.    * 

It  is  next  insisted,  in  the  language  of  counsel,  that  though 
this  may  be  so,  "a  corporate  body  may  (as  at  common  law)  do 
any  act  which  is  not  either  expressly  or  impliedly  prohibited 
by  its  charter;  although  where  the  act  is  unauthorized  by  tlie 
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charter  a  shareholder  may  enjoin  its  execution,  and  the  state 
may,  by  proper  process,  forfeit  the  charter." 

We  do  not  concur  in  this  proposition.  We  take  the  general 
doctrine  to  be  in  this  country,  though  there  may  be  exceptional 
cases  and  some  authorities  to  the  contrary,  that  the  powers  of 
corporations  organized  under  legislative  statutes  are  such  and 
such  only  as  those  statutes  confer.  Conceding  the  rule  appli- 
cable to  all  statutes,  that  what  is  fairly  implied  is  as  much 
granted  as  what  is  expressed,  it  remains  that  the  charter  of  a 
corporation  is  the  measure  of  its  powers,  and  that  the  enumera- 
tion of  these  powers  implies  the  exclusion  of  all  others.    •    •    • 

There  is  another  principle  of  equal  importance  and  equally 
conclusive  against  the  validity  of  this  contract,  which,  if  not 
coming  exactly  within  the  doctrine  of  ultra  vires  as  we  have 
just  discussed  it,  shows  very  clearly  that  the  railroad  company 
was  without  the  power  to  make  such  a  contract. 

That  principle  is  that  where  a  corporation,  like  a  railroad 
company,  has  granted  to  it  by  charter  a  franchise  intended  in 
large  measure  to  be  exercised  for  the  public  good,  the  due  per- 
formance of  those  functions  being  the  consideration  of  the 
public  grant,  any  contract  which  disables  the  corporation  from 
performing  those  functions,  which  undertakes,  without  the  con- 
sent of  the  state,  to  transfer  to  others  the  rights  and  powers 
conferred  by  the  charter,  and  to  relieve  the  grantees  of  the 
burden  which  it  imposes,  is  a  violation  of  the  contract  with 
the  state,  and  is  void  as  against  public  policy.    •    •    • 

It  remains  to  consider  the  suggestion  that  the  contract,  having 
been  executed,  the  doctrine  of  ultra  vires  is  inapplicable  to  the 
case.  There  can  be  no  question  that,  in  many  instances  where 
an  invalid  contract,  which  the  party  to  it  might  have  avoided 
or  refused  to  perform,  has  been  fully  performed  on  both  sides, 
whereby  money  has  been  paid  or  property  changed  hands,  the 
courts  have  refused  to  sustain  an  action  for  the  recovery  of 
the  property  or  the  money  so  transferred. 

In  regard  to  corporations  the  rule  hafil  been  well  laid  down  by 
Comstock,  C.  J.,  in  Parish  v.  Wheeler,  22  N.  Y.  494,  that  the  exe- 
cuted dealings  of  corporations  must  be  allowed  to  stand  for  and 
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against  both  parties  when  the  plainest  rules  of  good  faith  re- 
quire it. 

But  what  is  sought  in  the  case  before  us  is  the  enforcement 
of  the  unexecuted  part  of  this  agreement.  So  far  as  it  has  been 
executed,  namely,  the  four  or  five  years  of  action  under  it,  the 
accounts  have  been  adjusted  and  each  party  has  received  what 
he  was  entitled  to  by  its  terms.  There  remains  unperformed 
the  covenant  to  arbitrate  with  regard  to  the  value  of  the  con- 
tract. It  is  the  damages  provided  for  in  that  clause  of  the 
contract  that  are  sued  for  in  this  action.  Damages  for  a  ma- 
terial part  of  the  contract  never  performed;  damages  for  the 
value  of  a  contract  which  was  void.  It  is  not  a  case  of  a  con- 
tract fully  executed.  The  very  nature  of  the  suit  is  to  recover 
damages  for  its  non-performance.  As  to  this  it  is  not  an  ex- 
ecuted contract. 

Not  only  so,  but  it  is  a  contract  forbidden  by  public  policy 
and  beyond  the  power  of  the  defendants  to  make.  Having  en- 
tered into  the  agreement  it  was  the  duty  of  the  company  to 
rescind  or  abandon  it  at  the  earliest  moment.  This  duty  was 
independent  of  the  clause  in  the  contract  which  gave  them  the 
right  to  do  it.  Though  they  delayed  its  performance  for  several 
years,  it  was  nevertheless  a  rightful  act  when  it  was  done.  Can 
this  performance  of  a  legal  duty,  a  duty  both  to  stockholders  of 
the  company  and  to  the  public,  give  to  the  plaintiffs  a  right 
of  action  ?  Can  they  found  such  a  right  on  an  agreement  void 
for  want  of  corporate  authority  and  forbidden  by  the  policy  of 
the  law  ?  To  hold  that  they  can,  is,  in  our  opinion,  to  hold  that 
any  act  performed  in  executing  a  void  contract  makes  all  its 
parts  valid,  and  that  the  more  that  is  done  under  a  contract 
forbidden  by  law,  the  stronger  is  the  claim  to  its  enforcement 
by  the  courts. 

We  can  not  see  that  the  present  case  comes  within  the  prin- 
ciple that  requires  that  contracts,  which,  though  invalid  for 
want  of  corporate  power,  have  been  fully  executed,  shall  remain 
as  the  foundation  of  rights  acquired  by  the  transaction. 

We  have  given  this  case  our  best  consideration  on  account 
of  the  importance  of  the  principles  involved  in  its  decision,  and 
after  a  full  examination  of  the  authorities  we  can  see  no  error 
in  the  action  of  the  circuit  court.       Judgment  AFFmMSD. 
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BRADBUBT  v,  BOSTON  CANOE  CLUB. 
153  Mass.  77.    1891. 

HoLHBS,  J.  This  is  an  action  upon  a  promissory  note  for 
$150  and  interest,  given  by  the  defendant  to  the  plaintiff  for 
money  lent  to  it  by  the  plaintiff  to  be  used  in  building  a  club- 
house. There  is  a  second  count  for  money  lent.  At  a  meeting 
duly  called  the  corporation  passed  a  vote  authorizing  its  treas- 
urer to  borrow  money  in  terms  sufficiently  broad  to  cover  the 
loan  in  question.  The  suggestion  that  no  sufficient  notice  of  the 
business  to  be  transacted  was  given,  does  not  seem  to  us  f airiy 
open  on  the  agreed  facts.  Moreover,  it  would  be  impossible  to 
argue  that  the  defendant  had  not  recognized  and  ratified  the 
act  of  its  treasurer  in  borrowing  from  the  plaintiff.  The  money 
was  received  by  the  corporation,  and  was  used  by  it  for  the 
purpose  mentioned.  The  only  question  for  us  is,  whether  the 
corporation  acted  illegally  in  borrowing  money  for  the  pur- 
pose of  erecting  a  club-house  upon  land  of  which  it  held  a  lease. 

The  defendant  is  a  corporation  formed  under  the  Public 
Statutes,  ch.  115,  §  2,  for  encouraging  athletic  exercises.  By 
section  7  it  ''may  hold  real  and  personal  estate,  and  may  hire, 
purchase,  or  erect  suitable  buildings  for  its  accommodations,  to 
an  amount  not  exceeding  $500,000/'  etc.  We  are  of  opinion 
that  under  these  words  the  defendant  had  power  to  take  a 
lease  of  land  and  to  erect  a  suitable  club-house  upon  it.  Hav- 
ing this  i>ower  it  was  entitled  to  raise  money  for  the  purpose. 
No  argument  is  needed  to  show  that  the  power  at  the  end  of  sec- 
tion 7  to  receive  and  hold  in  trust  funds  received  by  gift  or 
bequest  does  not  confine  the  corporation  to  that  mode  of  rais- 
ing it.  Borrowing  money  is  a  usual  and  proper  means  of  ac- 
complishing what  the  statute  expressly  permits.  See  Fay  v. 
Noble,  12  Cush.  1,  18;  Morville  v.  American  Tract  Society,  123 
Mass.  129,  136;  Davis  v.  Old  Colony  Railroad,  131  Mass.  258, 
271,  275.  As  this  is  a  sufficient  reason  for  giving  the  plaintiff 
judgment,  it  is  unnecessary  to  consider  whether  there  are  not 
others. 

Judgment  fob  thb  plaintiff. 
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MONUMENT  NATIONAL  BANK  v.  GLOBE  WORKS. 
101  Mass.  57.    1869. 

HOAB,  J.  *  *  *  The  single  question  presented  for  our 
decision  in  this  cause,  all  others  which  arise  upon  the  report 
having  been  waived,  is,  whether  the  note  of  a  manufacturing 
corporation,  in  the  hands  of  a  holder  in  good  faith  for  value, 
who  took  it  before  maturily,  and  without  any  knowledge  that  the 
makers  had  not  received  the  full  consideration,  can  not  be  en- 
forced against  them,  because  it  was  in  fact  made  as  an  accom- 
modation note. 

The  argument  for  the  defendants  takes  the  ground  that  to 
issue  an  accommodation  note  is  not  within  the  powers  conferred 
upon  the  corporation ;  and  that,  as  any  persons  taking  it  had  no- 
tice that  it  was  the  note  of  the  corporation,  they  had  notice 
that  it  was  of  no  validity  unless  issued  for  the  purpose  within 
the  scope  of  the  corporate  powers,  and  were,  therefore,  bound  to 
ascertain  not  only  that  it  was  executed  by  the  officer  of  the  cor- 
poration who  had  the  general  authority  to  sign  the  notes  which 
they  might  lawfully  make,  but  that  the  purpose  for  which  it 
was  issued  was  such  as  the  charter  authorized  them  to  enter- 
tain and  execute. 

The  court  are  all  of  opinion  that  this  position  is  not  tenable, 
and  that  the  defense  can  not  be  maintained. 

It  has  long  been  settled  in  this  commonwealth  that  a  man- 
ufacturing corporation  has  the  power  to  make  a  negotiable 
promissory  note.  Narragansett  Bank  v.  Atlantic  Silk  Co.,  3 
Met.  282.  And  it  waa  held  in  Bird  v.  Daggett,  97  Mass.  494, 
as  a  just  corollary  to  that  proposition,  that  such  note  in  the 
hands  of  a  holder  in  good  faith  for  value  is  binding  upon  the 
maker,  although  made  as  an  accommodation  note.  The  question 
was  not  discussed,  nor  the  reasons  for  the  decision  fully  stated 
in  Bird  v.  Daggett;  but  it  was  assumed  that  the  doctrine  an- 
nounced was  clear  and  undoubted  law. 

The  doctrine  of  ultra  vires  has  been  carried  much  farther  in 
England  than  the  courts  in  this  country  have  been  disposed  to 
extend  it;  but,  with  just  limitations,  the  principle  can  not  be 
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questioned,  that  the  limitations  to  the  authority,  powers,  and 
liability  of  a  corporation  are  to  be  found  in  the  act  creating  it. 
And  it  no  doubt  follows,  as  claimed  by  the  learned  counsel  for 
the  defendants,  that  when  powers  are  conferred  and  defined 
by  statute,  everyone  dealing  with  the  corporation  is  presumed 
to  know  the  extent  of  those  powers. 

But  when  the  transaction  is  not  the  exercise  of  a  power  not 
conferred  on  a  corporation,  but  the  abuse  of  a  general  power 
in  a  particular  instance,  the  abuse  not  being  known  to  the  other 
contracting  party,  the  doctrine  of  ultra  vires  does  not  apply. 
As  was  said  by  Selden  J.,  in  Bissell  v.  Michigan  Southern  and 
Northern  Indiana  Railroad  Company,  22  N.  Y.  289,  290: 
**  There  are  no  doubt  cases  in  which  a  corporation  would  be 
estopped  from  setting  up  this  defense,  although  its  contract 
might  have  been  really  unauthorized.  It  would  not  be  avail- 
able in  a  suit  brought  by  a  bona  fide  indorsee  of  a  negotiable 
promissory  note,  provided  the  corporation  was  authorized  to 
give  notes  for  any  purpose ;  and  the  reason  is,  that  the  corpora- 
tion, by  giving  the  note,  has  virtually  represented  that  it  was 
given  for  some  legitimate  purpose ;  and  the  indorsee  could  not  be 
presumed  to  know  the  contrary.  The  note,  however,  if  given 
by  a  corporation,  absolutely  prohibited  by  its  charter  from  giv- 
ing notes  at  all,  would  be  voidable  not  only  in  the  hands  of  the 
original  payee,  but  in  those  of  any  subsequent  holder;  because 
all  persons  dealing  with  a  corporation  are  bound  to  take  notice 
of  the  extent  of  its  chartered  powers.  The  same  principle  is 
applicable  to  contracts  not  negotiable.  "When  the  want  of  pow- 
er is  apparent  upon  comparing  the  act  done  with  the  terms  of 
the  charter,  the  party  dealing  with  the  corporation  is  presumed 
to  have  knowledge  of  the  defect,  and  the  defense  of  ultra  vires 
is  available  against  him.  But  such  a  defense  would  not  be  per- 
mitted to  prevail  against  a  party  who  can  not  be  presumed  to 
have  had  any  knowledge  of  the  want  of  authority  to  make  the 
contract.  Hence,  if  the  question  of  power  depends  not  merely 
upon  the  law  under  which  the  corporation  acts,  but  upon  the 
existence  of  certain  extrinsic  facts,  resting  peculiarly  within  the 
knowledge  of  the  corporate  officers,  then  the  corporation  would 


Digitized  by 


Google 


MURPHY  V.  A.  &  L.  LAND  IMPROVEMENT  CO.  237 

be  estopped  from  denying  that  which,  by  assuming  to  make  the 
contract,  it  had  virtually  afBrmed. 

This  doctrine  seems  to  us  sound  and  reasonable;  and  in  con- 
formity with  it,  it  was  held,  in  Farmers'  and  Mechanics'  Bank 
V.  Empire  Stone  Dressing  Company,  5  Bosw.  275,  that  an  ae- 
conunodation  acceptance  by  an  officer  of  a  manufacturing  cor- 
poration, on  behalf  of  the  company,  was  not  binding,  unless 
the  consideration  had  been  advanced  upon  the  face  of  the  ac- 
ceptance; but  that  if  the  consideration  was  paid  in  good  faith 
after  the  acceptance,  and  upon  the  credit  of  it,  it  could  be 
enforced.     •     •     • 

Judgment  fob  pLAiNTiFFa 


MURPHY  ET  AL.  v.  ARKANSAS  &  L.  LAND  IMPROVE- 
MENT  COMPANY. 

1899.    In  the  United  States  Circuit  Court,  N.  D.  Arkansas. 

97  Fed.  Rep.  723-730. 

Bill  to  foreclose  a  trust  deed.  P.  F.  B.  owned  one-third  of  a 
$30,000  judgment  in  favor  of  the  A.  &.  L.  R.  Co.  against  J.  D. 
B.  In  order  to  discharge  this  third,  J.  D.  B.  paid  P.  F.  B. 
$6,000,  and  delivered  to  him  a  note  for  $4,000,  secured  by  a  deed 
of  trust,  executed  by  the  Land  Company,  and  made  payable  to 
J.  D.  B.  or  his  assignee,  for  the  purpose  of  enabling  him  to  pay 
his  claim.  The  note  and  deed  were  executed  with  the  full 
consent  of  all  the  directors  and  shareholders  of  the  Land  Com- 
pany, composed  of  J.  D.  B.,  who  owned  all  the  stock  except 
shares  necessary  to  qualify  a  son  of  J.  D.  B.  and  his  attorney  to 
be  directors;  also  at  a  time  when  the  corporation  had  ample 
property  to  pay  all  its  debts  including  this  claim.  P.  F.  B. 
assigned  the  note  and  deed  of  trust  in  the  ordinary  course  of 
business  to  Murphy,  who  brings  the  suit, 

Rogers,  District  Judge.  *  *  *  It  is  urged  that  the  land 
company  had  no  authority  to  execute  accommodation  paper,  and 
hence  the  execution  of  the  note  was  ultra  vires.  I  incline  to 
think  that  the  charter  of  the  land  company  is  broad  enough  to 
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authorize  it  to  ezeente  accommodation  paper,  but  it  makea  no 
difference  as  to  that  The  land  company  ia  a  private  corpora- 
tion. It  owed  no  debts.  The  paper  was  issued  by  the  con- 
sent of  all  the  stockholderSy  and  it  has  been  accepted,  and  the 
consideration  parted  with  by  P.  F.  B.  for  it  Can  it  now  be 
permitted  to  take  shelter  under  the  plea  of  vUra  vires  f  I  think 
not    In  1  Cook  Corp.,  §  3,  the  author  says: 

''A  private  corporation  may  become  an  accommodation  indors- 
er,  distribute  its  assets,  issue  its  notes,  stock,  or  bonds  below  par, 
or,  for  no  consideration  whatever,  give  away  its  assets,  or  may 
mortgage  its  property  for  the  personal  benefit  of  a  part  or  all 
of  its  stockholders  or  officers;  provided,  always,  that  all  the 
stockholders  assent,  and  provided  that  corporate  creditors  are 
not  injured,  and  provided  that  no  statute  forbids  such  acts. 
The  doctrine  of  idh'a  vires  is  no  longer  held  to  forbid  such  acts 
by  a  private  corporation  under  such  circumstances.  •  •  * 
The  theoiy  of  a  corporation  is  that  it  has  no  powers  except  those 
expressly  given  or  necessarily  implied.  But  this  theory  is  no 
longer  strictly  applied  to  private  corporations.  A  private  cor- 
poration may  exercise  many  extraordinary  powers,  provided  all 
of  its  stockholders  assent,  and  none  of  its  creditors  are  injured. 
There  is  no  one  to  complain  except  the  state,  and,  the  business 
being  entirely  private,  the  state  does  not  interfere.  Thus,  fifty 
years  ago  the  courts  would  have  summarily  declared  it  illegal 
for  a  business  corporation  to  become  an  accommodation  indorser 
of  commercial  paper,  but  today  there  is  no  rule  of  public  policy 
which  prohibits  a  private  corporation  having  a  capital  stock 
from  becoming  the  accommodation  indorser  of  commercial  pa- 
per, providing  such  indorsement  is  made  with  the  knowledge  and 
assent  of  all  the  directors  and  stockholders,  and  provided  cor- 
porate creditors  are  paid." 

In  the  subsequent  discussion  of  the  author  it  is  shown  that 
whatever  is  done  by  a  private  corporation  with  the  assent  of 
all  of  its  stockholders,  and  where  no  creditor  is  injured,  although 
it  may  be  ultra  vires,  is  lawful,  and  will  be  enforced  by  the 
courts.  The  principle  does  not  apply  to  railroad  corporations 
or  quasi'puhlie  corporations.    •    •    • 

DsCBSaB  FOB  PLAINT0V, 
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MALLOEY  V.  HANAUR  OIL  WORKS. 
86  Tenn.  598.    1888. 

Appeal  in  error  from  circuit  court  of  Shelby  county. 

LuBTON,  J.  This  is  an  action  of  unlawful  detainer,  brought 
by  the  Hanaur  Oil  Works,  a  corporation  created  under  the 
Oeneral  Incorporation  Act  of  1875,  and  engaged  in  the  manu- 
facture of  cotton-fleed  oil  at  Memphis,  Tenn. 

The  facts  which  raise  the  question  to  be  determined  are  these: 
In  July,  1884,  a  contract  was  entered  into  by  and  between  four 
corporations  engaged  in  manufacturing  cotton-seed  oil  at  Mem- 
phis for  the  formation  of  what  is  designated  in  the  agreement  as 
a  ''combination,"  *'i^mdicate,''  and  ** partnership."  The  con- 
tracting mills  agreed  to  select  a  committee,  composed  of  repr&> 
sentatives  from  each  corporation,  and  to  turn  over  to  this  com- 
mittee the  properties  and  machinery  of  each  mill,  to  be  man- 
aged and  operated  by  this  committee,  through  officers,  agents 
and  employes  selected  by  them,  for  the  common  benefit,  the 
profits  and  losses  of  such  operations  to  be  shared  in  proportions 
agreed  upon.  This  arrangement  was  to  last  one  year,  but,  with 
consent  of  all,  might  be  renewed  for  two  additional  years,  and, 
as  appears,  was  at  the  end  of  first  year  renewed  for  two  other 
years,  terminating  August  1,  1887.    •    •    * 

The  charter  is  the  measure  of  its  powers,  and  the  enumera- 
tion thereof  implies  the  exclusion  of  all  others.  We  are  not  to 
look  to  the  charter  to  see  whether  the  thing  done  be  prohibited, 
but  whether  there  is  authority  to  do  it.  These  principles  we 
understand  to  have  the  support  of  the  great  weight  of  authority 
in  this  country,  and  to  have  the  sanction  of  the  supreme  court 
of  the  United  States.    Thomas  v.  Railroad  Co.,  101  U.  S.  71. 

This  view  of  the  law  has  been  the  one  entertained  by  this 
court,  and  clearly  and  distinctly  enforced  in  an  opinion  by  the 
present  chief  justice  in  the  case  of  Elevator  Company  v.  Mem- 
phis and  Charleston  R.  Co.,  1  Pick.  703.    The  power  to  enter 
into  a  partnership  is  not  expressly  or  impliedly  conferred  by  our 
act  of  1875,  under  which  the  Hanaur  Oil  Works  is  incorporated. 
Neither  is  sueh  authority  within  the  implied  powers  of  corpora- 
tions.   A  partnership  and  a  corporation  are  incongruous.     Such 
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a  contract  is  wholly  consistent  with  the  scope  and  tenor  of  the 
powers  expressly  conferred  and  the  duties  expressly  enjoined 
upon  a  corporation,  whether  it  be  a  strictly  business  and  private 
corporation  or  one  owing  duties  to  the  public,  such  as  a  common 
carrier.  In  a  partnership  each  member  binds  the  firm  when 
acting  within  the  scope  of  the  business.  A  corporation  must  act 
through  its  directors  or  authorized  agents,  and  no  individual 
member  can,  as  such  member,  bind  the  corporation. 

Now,  if  a  corporation  he  a  member  of  a  partnership  it  may 
he  hound  hy  any  other  member  of  the  association,  and  in  so 
doing  he  would  act,  not  as  an  officer  or  agent  of  the  corporon 
tion,  and  hy  virtue  of  authority  received  from  it,  hut  as  a  prin- 
cipal in  an  association  in  which  all  are  equal,  and  each  capable 
of  binding  the  society  by  his  acts.  The  whole  policy  of  the  law 
creating  and  regulating  corporations  looks  to  the  exclusive  man- 
agement  of  the  affairs  of  each  corporation  by  the  officers  pro- 
vided for  or  authorized  by  its  charter.  This  management  must 
be  separate  and  exclusive,  and  any  arrangement  by  which  the 
control  of  the  affairs  of  the  corporation  should  he  taken  from 
its  stockholders  and  the  authorized  officers  and  agents  of  the 
corporation  would  he  hostile  to  the  policy  of  our  general  incor- 
poration acts.  The  decided  weight  of  authority  is  that  a  cor- 
poration has  not  the  power  to  enter  a  partnership,  either  with 
other  corporations  or  with  individuals.  Says  Mr.  Morawetz: 
**It  seems  clear  that  corporations  are  not  impliedly  authorized  to 
enter  into  partnership  with  other  corporations  or  individuals. 
The  existence  of  a  partnership  not  only  would  interfere  with  the 
management  of  the  corporation  by  its  regularly  appointed  offi- 
cers, but  would  impair  the  authority  of  the  shareholders  them- 
selves, and  involve  the  company  in  new  responsibilities  through 
agents  over  whom  it  had  no  control."  1  Morawetz  Corp.-,  §  421; 
Whittenton  Mills  v.  Upton,  10  Gray  528  (s.  c.  71  Am.  Dec.  681)  ; 
Angell  &  Ames  Corp.,  §  272. 

It  is  unnecessary  to  consider  this  contract  as  constituting  a 
mere  traffic  arrangement ;  for  the  conclusion  already  announced 
that  it  was  an  effort  to  form  a  partnership,  determines  that  in 
its  scope  and  effect  it  sought  to  accomplish  much  more  than 
would  be   understood  by   the   phrase   *  traffic   arrangement." 

Affirmed. 


Digitized  by 


Google 


U.  S.  V.  ADDYSTON  PIKE  AND  STEEL  CO,  241 

UNITED  STATES  v.  ADDYSTON  PIPE  AND  STEEL 
COMPANY  ET  AL. 

85  Fed.  Rep.  271,  Aff'd  175  V.  8.  211.    1898. 

Appeal  from  the  circuit  court.  Suit  in  equity  by  the  attorney- 
general  of  the  United  States  against  six  corporations  engaged  in 
manufacturing  cast  iron  pipe,  charging  them  with  a  combina- 
tion and  conspiracy  in  restraint  of  inter-state  commerce,  con- 
trary to  the  anti-trust  law  passed  by  congress  July  2,  1890. 
The  defendants  were  the  Addyston  Co.,  of  Cincinnati,  Ohio, 
Long  &  Co.,  of  Louisville,  Ky.,  Howard-Harrison  &  Co.,  of  Bes- 
semer, Ala.,  Anniston  Co.,  of  Anniston,  Ala.,  South  Pittsburgh 
Co.,  of  South  Pittsburgh,  Tenn.,  and  the  Chattanooga  Co.,  of 
Chattanooga,  Tenn.  The  petition  prayed  for  a  seizure  and  con- 
fiscation of  the  pipe,  a  dissolution  of  the  conspiracy. and  a  per- 
petual injunction  against  the  same.  Defendants  admitted  the 
existence  of  an  association  for  the  purpose  of  avoiding  ruinous 
competition,  but  denied  that  it  was  in  restraint  of  trade,  created 
a  monopoly  or  violated  the  anti-trust  law.  The  circuit  court 
dismissed  the  petition.  The  evidence  showed  that  the  association 
had  divided  up  the  United  States  into  **pay"  and  **free"  terri- 
tory ;  the  capacity  of  the  mills  in  the  pay  territory  was  392,500 
tons,  220,000  tons  being  represented  by  the  association,  the  other 
mills  in  the  pay  territory  being  located  in  Colorado,  Texas,  Ore- 
gon and  St.  Louis,  with  an  aggregate  capacity  of  57,500  tons, 
and  at  Columbus,  Cleveland  and  New  Comerstown,  Ohio,  and 
Detroit,  Mich.,  with  an  aggregate  capacity  of  113,000  tons;  the 
capacity  of  mills  in  the  **free"  territory  was  348,000  tons,  and 
they  were  located  in  eastern  Virginia  (14,000  tons),  four  in 
eastern  Pennsylvania  (87,000  tons),  three  in  New  Jersey 
(210,000  tons),  and  two  in  New  York  (35,000  tons) ;  from  these 
**free*'  mills  to  the  **pay''  territory  the  freight  rates  varied 
from  $2  to  $6  per  ton.  Within  the ' '  pay ' '  territory  of  thirty-four 
states  certain  cities  were  reserved  to  be  supplied  exclusively 
by  a  certain  company,  as,  e.  g.,  the  Addyston  Company  was  to 
have  the  exclusive  right  to  handle  the  business  of  Cincinnati, 
Ohio,  Covington  and  Newport,  Ky.  The  plan  contemplated  was 
as  follows:    ^^AU  competition  or  pipe  lettings  shall  tisU^e  place 
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among  the  various  pipe  shops  prior  to  said  letting.  To  accom- 
plish this  purpose  it  is  proposed  that  the  six  competitive  shops 
have  a  representative  board  located  at  some  central  city,  to  whom 
all  inquiries  for  pipe  shall  be  referred,  and  said  board  shall  fix 
the  price  at  which  said  pipe  shall  be  sold,  and  bids  taken  from 
the  respective  shops  for  the  privilege  of  handling  the  order,  and 
the  party  securing  the  order  shall  have  the  protection  of  all  the 
other  shops/'  This  board  proceeded  as  follows:  *'It  was 
moved  to  sell  the  519  pieces  of  20-inch  pipe  for  Omaha,  Neb.,  for 
$23.40  delivered.  Carried.  It  was  muved  that  Anniston  partic- 
ipate in  the  bonus,  and  the  job  be  sold  over  the  table.  Carried. 
Pursuant  to  the  motion,  the  519  pieces  20-inch  pipe  for  Omaha 
was  sold  to  Bessemer  at  a  premium  of  $8.20.  In  a  case  of  a  let- 
ting at  St.  Louis,  this  city  being  reserved  to  the  Bessemer  (Ala.) 
Company,  the  price  was  fixed  by  the  association  at  $24  per  ton 
on  2,800  tons,  and  the  bonus  at  $6.50.  Before  the  letting,  the 
vice-president  of  the  Bessemer  Company  wrote  to  the  other  mem- 
bers of  the  association  saying,  ''I  prefer  that  if  any  of  you  find 
it  necessary  to  put  in  a  bid  without  going  to  St.  Louis,  please 
bid  not  less  than  $27  for  the  pipe.  •  •  •  I  would  also  like 
to  know  as  to  which  of  you  would  find  it  convenient  to  have  a 
representative  at  the  letting.  It  will  be  necessary  to  have  two 
outside  bidders.*'  At  the  letting  the  Addyston  Company  bid 
$24.37  and  the  Louisville  Company  $24.57.  The  contract  being 
let  to  the  Bessemer  Company  at  $24;  the  evidence  showed  that 
the  Chattanooga  Company  oould  have  furnished  the  same  at 
from  $17  to  $18  per  ton  at  a  profit.  The  bonus  or  premium  bid 
was  to  be  paid  to  the  other  oompanies  in  proportion  to  the 
capacities  of  the  various  mills.  There  was  much  other  evidence 
of  a  similar  and  confirmatory  character. 

Tapt,  C.  J.  *  •  •  Two  questions  are  presented  in  this 
case  for  our  decision :  1.  Was  the  association  of  the  defendants 
a  contract,  combination,  or  conspiracy  in  restraint  of  trade,  as 
the  terms  are  to  be  understood  in  the  act?  2.  Was  the  trade 
thus  restrained  between  the  states? 

The  contention  on  behalf  of  defendants  is  that  the  associa- 
tion would  have  been  valid  at  common  law,  and  that  the  federal 
anti-trust  Ihw  was  not  intended  to  reach  any  agreements  that 
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were  not  void  and  nnenforcible  at  common  law.  It  might  be  a 
fiufBcient  answer  to  this  contention  to  point  to  the  decision  of 
the  supreme  court  of  the  United  States  in  the  United  States  v. 
Trans-Missouri  Freight  Assn.,  166  U.  S.  290, 17  Sup.  Ct.  540,  in 
which  it  was  held  that  contracts  in  restraint  of  interstate  trans- 
I>ortation  were  within  the  statute,  whether  the  restraints  would 
be  regarded  a^  reasonable  at  common  law  or  not.  It  is  suggested, 
however,  that  that  case  related  to  a  quasi-puhliG  employment, 
necessarily  under  public  control  and  affecting  public  interests, 
and  that  a  less  stringent  rule  of  construction  applies  to  contracts 
restricting  parties  in  sales  of  merchandise,  which  is  purely  a 
private  business,  having  in  it  no  element  of  a  public  or  quasi' 
public  character.  Whether  or  not  there  is  substance  in  such  a 
distinction— a  question  we  do  not  decide— it  is  certain  that,  if 
the  contract  of  association  which  bound  the  defendants  was  void 
and  unenforcible  at  the  common  law  because  in  restraint  of 
trade,  it  is  within  the  inhibition  of  the  statute  if  the  trade  it 
restrained  was  interstate.  Contracts  that  were  in  unreasonable 
restraint  of  trade  at  common  law  were  not  unlawful  in  the  sense 
of  being  criminal,  or  giving  rise  to  a  civil  action  for  damages  in 
favor  of  one  prejudicially  affected  thereby,  but  were  simply 
void,  and  were  not  enforced  by  the  courts.  Mogul  Steamship 
Co.  V.  McGregor,  Qow  &  Co.  (1892),  App.  Cas.  25;  Hornby  v. 
Close,  L.  B.  2  Q.  B.  153;  Lord  Campbell,  C.  J.,  in  Hilton  v. 
Eckersley,  6  El.  &  BL  47,  66;  Hannen,  J.,  in  Farrer  v.  Close, 
L.  B.  4  Q.  B.  602,  612.  The  effect  of  the  act  of  1890  is  to  render 
such  contracts  unlawful  in  an  affirmative  or  positive  sense,  and 
punishable  as  a  misdemeanor,  and  to  create  a  right  of  civil  ac- 
tion for  damages  in  favor  of  those  injured  thereby,  and  a  civil 
remedy  by  injunction  in  favor  of  both  private  persons  and  the 
public  against  the  execution  of  such  contracts  and  the  main- 
tenance of  such  trade  restraints. 

The  argument  for  defendants  is  that  their  contract  of  associa- 
tion was  not,  and  could  not  be,  a  monopoly,  because  their  aggre- 
gate tonnage  capacity  did  not  exceed  30  per  cent,  of  the  total 
tonnage  capacity  of  the  country;  that  the  restraints  upon  the 
members  of  the  association,  if  restraints  they  could  be  called,  did 
not  embrace  all  the  states,  and  were  not  unlimited  in  ^ace;  that 
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such  partial  restraints  were  justified  and  upheld  at  common  law 
if  reasonable,  and  only  proportioned  to  the  necessary  protection 
of  the  parties;  that  in  this  case  the  partial  restraints  were 
reasonable,  because  without  them  each  member  would  be  sub- 
jected to  ruinous  competition  by  the  other,  and  did  not  exceed 
in  degree  of  stringency  or  scope  what  was  necessary  to  protect 
the  parties  in  securing  prices  for  their  product  that  were  fair 
and  reasonable  to  themselves  and  the  public;  that  competition 
was  not  stifled  by  the  association,  because  the  prices  fixed  by  it 
had  to  be  fixed  with  reference  to  the  very  active  competition  of 
pipe  companies  which  were  not  members  of  the  association,  and 
which  had  more  than  double  the  defendant's  capacity;  that  in 
this  way  the  association  only  modified  and  restrained  the  evils 
of  ruinous  competition,  while  the  public  had  all  the  benefit  from 
competition  which  public  policy  demanded. 

From  early  times  it  was  the  policy  of  Englishmen  to  encour- 
age trade  in  England,  and  to  discourage  those  voluntary  re- 
straints which  tradesmen  were  often  induced  to  impose  oa  them- 
selves by  contracts.  Courts  recognized  this  public  policy  by 
refusing  to  enforce  stipulations  of  this  charactet.  The  objec- 
tions to  such  restraints  were  mainly  two.  One  was  that  by  such 
contracts  a  man  disabled  himself  from  earning  a  livelihood,  with 
the  risk  of  becoming  a  public  charge,  and  deprived  the  com- 
munity of  the  benefit  of  his  labor.  The  other  was  that  such 
restraints  tended  to  give  to  the  covenantee,  the  beneficiary  of 
such  restraints,  a  monopoly  of  the  trade,  from  which  he  had  thus 
excluded  one  competitor,  and  by  the  same  means  might  exclude 
others.    •    •    * 

The  inhibition  against  restraints  of  trade  at  common  law 
seems  at  first  to  have  had  no  exception.  See  language  of  Justice 
Hull,  Year  Book,  2  Hen.  V.,  folio  5,  pi.  26.  After  a  time  it  be- 
came apparent  to  the  people  and  the  courts  that  it  was  in  the 
interest  of  trade  that  certain  covenants  in  restraint  of  trade 
should  be  enforced.  It  was  of  importance,  as  an  incentive  to 
industry  and  honest  dealing  in  trade,  that,  after  a  man  had  built 
up  a  business  with  an  extensive  good-will,  he  should  be  able  to 
sell  his  business  and  good-will  to  the  best  of  advantage,  and  he 
could  not  do  unless  he  could  bind  himself  by  an  enforcible 
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contract  not  to  engage  in  the  same  business  in  such  a  way  as  to 
prevent  injury  to  that  which  he  was  about  to  sell.  It  was 
equally  for  the  good  of  the  public  and  trade,  when  partners  dis- 
solved, and  one  took  the  business  or  they  divided  the  business, 
that  each  partner  might  bind  himself  not  to  do  anything  in  trade 
thereafter  which  would  derogate  from  his  grant  of  the  interest 
conveyed  to  his  former  partner.  Again,  when  two  men  became 
partners  in  a  business,  although  their  union  might  reduce  com- 
petition, this  effect  was  only  an  incident  to  the  main  purpose  of 
a  union  of  their  capital,  enterprise,  and  energy  to  carry  on  a 
successful  business,  and  one  useful  to  the  community.  Bestrio- 
tions  in  the  articles  of  partnership  upon  the  business  activity  of 
the  members,  with  a  view  of  securing  their  entire  effort  in  the 
common  enterprise,  were,  of  course,  only  ancillary  to  the  main 
end  of  the  union,  and  were  to  be  encouraged.  Again,  when  one 
in  business  sold  property  with  which  the  buyer  might  set  up  a 
rival  business,  it  was  certainly  reasonable  that  the  seller  should 
be  able  to  restrain  the  buyer  from  doing  him  an  injury  which, 
but  for  the  sale,  the  buyer  would  be  unable  to  inflict.  This  was 
not  reducing  competition,  but  was  only  securing  the  seller 
against  an  increase  of  competition  of  his  own  creating.  Such  an 
exception  was  necessary  to  promote  the  free  purchase  and  sale 
of  property.  Again,  it  was  of  importance  that  business  men  and 
professional  men  should  have  every  motive  to  employ  the  ablest 
assistants,  and  to  instruct  them  thoroughly;  but  they  would 
naturally  be  reluctant  to  do  so  unless  such  assistants  were  able 
to  bind  themselves  not  to  set  up  a  rival  business  in  the  vicinity 
after  learning  the  details  and  secrets  of  the  business  of  their 
employers.    •    •    • 

For  the  reasons  given,  then,  covenants  in  partial  restraint  of 
trade  are  generally  upheld  as  valid  when  they  are  agreements 
(1)  by  the  seller  of  property  or  business  not  to  compete  with  the 
buyer  in  such  a  way  as  to  derogate  from  the  value  of  property 
or  business  sold;  (2)  by  a  retiring  partner  not  to  compete  with 
the  firm;  (3)  by  a  partner  pending  the  partnership  not  to  do 
anything  to  interfere,  by  competition  or  otherwise,  with  the 
business  of  the  firm ;  (4)  by  the  buyer  of  property  not  to  use 
the  same  in  competition  with  the  business  retained  by  the  seller; 
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and  (5)  by  an  assiatant,  servant  or  agent  not  to  compete  with 
hia  master  or  employer  after  the  expiration  of  his  time  of  service. 
Before  such  agreements  are  upheld,  howeyer,  the  court  must 
find  that  the  restraints  attempted  thereby  are  reasonably  neces- 
sary (1,  2  and  3)  to  the  enjoyment  by  the  buyer  of  the  property, 
good-will  or  interest  in  the  partnership  bought;  or  (4)  to  the 
legitimate  ends  of  the  existing  partnership;  or  (5)  to  the  pre- 
vention of  possible  injury  to  the  business  of  the  seller  from  use 
by  the  buyer  of  the  thing  sold;  or  (6)  to  protection  from  the 
danger  of  loss  to  the  employer's  business  caused  by  the  unjust 
use  on  the  part  of  the  employe  of  the  confidential  knowledge 
acquired  in  such  business. 

[Citations  omitted.] 

It  would  be  stating  it  too  strongly  to  say  that  these  five  classes 
of  covenants  in  restraint  of  trade  include  all  of  those  upheld  as 
valid  at  the  common  law;  but  it  would  certainly  seem  to  follow 
from  the  tests  laid  down  for  determining  the  validity  of  such  an 
agreement  that  no  conventional  restraint  of  trade  can  be  en- 
forced unless  the  covenant  embod}ring  it  is  merely  ancillary  to 
the  main  purpose  of  a  lawful  contract,  and  necessary  to  protect 
the  covenantee  in  the  enjoyment  of  the  legitimate  fruits  of  the 
contract,  or  to  protect  him  from  the  dangers  of  an  unjust  use  of 
those  fruits  by  the  other  party.  In  Homer  v.  Qraves,  7  Bing. 
735,  Chief  Justice  Tindal,  who  seems  to  be  regarded  as  the  high- 
est English  judicial  authority  on  this  branch  of  the  law  (see 
Lord  Macnaghten's  judgment  in  Nordenfeldt  v.  Maxim  Norden- 
feldt  Co.  (1894),  App.  Cas.  535,  567),  used  the  following  lan- 
guage: 

''We  do  not  see  how  a  better  test  can  be  applied  to  the  ques- 
tion, whether  this  is  or  not  a  reasonable  restraint  of  trade,  than 
by  considering  whether  the  restraint  is  such  only  as  to  afford  a 
fair  protection  to  the  interests  of  the  party  in  favor  of  whom  it 
is  given,  and  not  so  large  as  to  interfere  with  the  interests  of  the 
public.  Whatever  restraint  is  larger  than  the  necessary  protec- 
tion of  the  party  requires  can  be  of  no  benefit  to  either.  It  can 
only  be  oppressive.  It  is,  in  the  eye  of  the  law,  unreasonable. 
Whatever  is  injurious  to  the  interests  of  the  public  is  void  on 
the  ground  of  public  policy.'* 
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This  very  statement  of  the  rule  implies  that  the  contract  must 
be  one  in  which  there  is  a  main  purpose,  to  which  the  covenant 
in  restraint  of  trade  is  merely  ancillary.  The  covenant  is  in- 
serted only  to  protect  one  of  the  parties  from  the  injury  which, 
in  the  execution  of  the  contract  or  enjoyment  of  its  fruits,  he 
may  suffer  from  the  unrestrained  competition  of  the  other.  The 
main  purpose  of  the  contract  suggests  the  measure  of  protection 
needed,  and  furnishes  a  sufficiently  uniform  standard  by  which 
the  validity  of  such  restraints  may  be  judicially  determined.  In 
such  a  case,  if  the  restraint  exceeds  the  necessity  presented  by 
the  main  purpose  of  the  contract,  it  is  void  for  two  reasons: 
First,  because  it  oppresses  the  covenantor  without  any  corre- 
sponding benefit  to  the  covenantee ;  and,  second,  because  it  tends 
to  a  monopoly.  But  where  the  sole  object  of  both  parties  in 
making  the  contract  as  expressed  therein  is  merely  to  restrain 
competition,  and  enhance  or  maintain  prices,  it  would  seem  that 
there  was  nothing  to  justify  or  excuse  the  restraint,  that  it 
would  necessarily  have  a  tendency  to  monopoly  and  therefore 
would  be  void.  In  such  a  case  there  is  no  measure  of  what  is 
necessary  to  the  protection  of  either  party  except  the  vague  and 
varying  opinion  of  judges  as  to  how  much,  on  principles  of 
political  economy,  men  ought  to  be  allowed  to  restrain  competi- 
tion. There  is  in  such  contracts  no  main  lawful  purpose  to  sub- 
serve which  partial  restraint  is  permitted,  and  by  which  its 
reasonableness  is  measured,  but  the  sole  object  is  to  restrain 
trade  in  order  to  avoid  the  competition  which  it  has  always  been 
the  policy  of  the  common  law  to  foster. 

[Review  of  cases  omitted.]     •    •    * 

Upon  this  review  of  the  law  and  the  authorities,  we  can  have 
no  doubt  that  the  association  of  the  defendants,  however  reason- 
able the  prices  they  fixed,  however  great  the  competition  they 
had  to  encounter,  and  however  great  the  necessity  for  curbing 
themselves  by  joint  agreement  from  committing  financial  suicide 
by  ill-advised  competition,  was  void  at  common  law,  because  in 
restraint  of  trade,  and  tending  to  a  monopoly.  But  the  facts  of 
the  case  do  not  require  us  to  go  so  far  as  this,  for  they  show  that 
the  attempted  justification  of  this  association  on  the  grounds 
stated  is  without  foundation. 
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Another  aspect  of  this  contract  of  association  brings  it  within 
the  term  used  in  the  statute,  "a  conspiracy  in  restraint  of 
trade."  A  conspiracy  is  a  combination  of  two  or  more  persons 
to  accomplish  an  unlawful  end  by  lawful  means  or  a  lawful  end 
by  unlawful  means.  In  the  answer  of  the  defendants,  it  is 
averred  that  the  chief  way  in  which  cast-iron  pipe  is  sold  is  by 
contracts  let  after  competitive  bidding  invited  by  the  intending 
purchaser.  It  would  have  much  interfered  with  tilie  smooth 
working  of  defendants'  association  had  its  existence  and  pur- 
poses become  known  to  the  public.  A  part  of  the  plan  was  a 
deliberate  attempt  to  create  in  the  minds  of  the  members  of  the 
public  inviting  bids  the  belief  that  competition  existed  between 
the  defendants.  Several  of  the  defendants  were  required  to  bid 
at  every  letting,  and  to  make  their  bids  at  such  prices  that  the 
one  already  selected  to  obtain  the  contract  should  have  the  low- 
est bid. 

It  is  well  settled  that  an  agreement  between  intending  bidders 
at  a  public  auction  or  a  public  letting  not  to  bid  against  each 
other,  and  thus  to  prevent  competition,  is  a  fraud  upon  the  in- 
tending vendor  or  contractor,  and  the  ensuing  sale  or  contract 
will  be  set  aside.  Breslin  v.  Brown,  24  Ohio  St.  565 ;  Atcheson 
V.  Mallon,  43  N.  Y.  147;  Loyd  v.  Malone,  23  111.  41;  Wooten  v. 
Hinkle,  20  Mo.  290;  Phippen  v.  Stickney,  3  Mete.  (Mass.)  384; 
Kearney  v.  Taylor,  15  How.  494,  519 ;  Wilbur  v.  How,  8  Johns. 
444;  Hannah  v.  Fife,  27  Mich.  172;  Gibbs  v.  Smith,  115  Mass. 
592 ;  Swan  v.  Chorpenning,  20  Cal.  182 ;  Gardiner  v.  Morse,  25 
Maine  140 ;  Ingram  v.  Ingram,  49  N.  C.  188 ;  Brisbane  v.  Adams, 
3  N.  Y.  129;  Woodruff  v.  Berry,  40  Ark.  251;  Wald  Pol.  Cont, 
310,  note  by  Mr.  Wald,  and  cases  cited.  The  case  of  Jones  v. 
North,  L.  R.  19  Eq.  426,  to  the  contrary,  can  not  be  supported. 
The  largest  purchasers  of  pipe  are  municipal  corporations,  and 
they  are  by  law  required  to  solicit  bids  for  the  sale  of  pipe  in 
order  that  the  public  may  get  the  benefit  of  competition.  One 
of  the  means  adopted  by  the  defendants  in  their  plan  of  com- 
bination was  this  illegal  and  fraudulent  effort  to  evade  such 
laws,  and  to  decieve  intending  purchasers.  No  matter  what 
the  excuse  for  the  combination  by  defendants  in  restraint  of 
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trade^  the  illegality  of  the  means  stamps  it  as  a  conspiracy^  and 
80  brings  it  within  that  term  of  the  federal  statute. 

The  second  question  is  whether  the  trade  restrained  by  the 
combination  of  the  defendants  was  interstate  trade.    •    •    • 

In  Bobbins  v.  Taxing  Dist.,  120  U.  S.  489,  7  Sup.  Ct.  592,  a 
law  of  Tennessee,  which  imposed  a  tax  on  all  "drummers"  who 
solicited  orders  on  samples,  was  held  unconstitutional  in  so  far 
as  it  applied  to  the  drummer  of  an  Ohio  firm,  who  was  soliciting 
orders  for  goods  to  be  sent  from  Ohio  to  the  purchasers  in  Ten- 
nessee, on  the  ground  that  it  was  a  tax  on  interstate  commerce. 
In  delivering  the  opinion  of  the  court  in  that  case,  Mr.  Justice 
Bradley  said  (page  497,  120  U.  S.,  and  page  596,  7  Sup.  Ct.) 
that  a  tax  on  the  sale  of  goods,  or  the  offer  to  sell  them  before 
they  are  brought  into  the  state,  was  clearly  a  tax  on  interstate 
commerce.    He  further  said: 

''The  negotiation  of  sales  of  goods  which  are  in  another  state, 
for  the  purpose  of  introducing  them  into  the  state  in  which  the 
negotiation  is  made,  is  interstate  commerce.''    •    •    • 

If  then,  the  soliciting  of  orders  for,  and  the  sale  of,  goods  in 
one  state,  to  be  delivered  from  another  state,  is  interstate  com- 
merce in  its  strictest  and  highest  sense— such  that  the  states 
are  excluded  by  the  federal  constitution  from  a  right  to  regulate 
or  tax  the  same,— it  seems  clear  that  contracts  in  restraint  of 
such  solicitations,  negotiations,  and  sales  are  contracts  in  re- 
straint of  interstate  conmierce.  The  anti-trust  law  is  an  effort  by 
congress  to  regulate  interstate  commerce.  Such  commerce  as 
the  states  are  excluded  from  burdening  or  regulating  in  any  way 
by  tax  or  otherwise,  because  of  the  power  of  congress  to  regulate 
interstate  commerce,  must,  of  necessity,  be  the  commerce  which 
congress  may  regulate,  and  which,  by  the  terms  of  the  anti- 
trust law,  it  has  regulated.  We  can  see  no  escape  from  the  con- 
clusion, therefore,  that  the  contract  of  the  defendants  was  in 
restraint  of  interstate  commerce.    •    •    • 

Bevebsed, 
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BRUNSWICK  GAS  LIGHT  COMPANY  v.  UNITED  GAS, 
FUEL  AND  LIGHT  COMPANY. 

189S.    In  the  Supreme  Judicial  Court  of  Maine.    85  Maine 
Bep.  532-541,  35  Am.  Si.  Sep.  385. 

Action  to  recover  damages  for  breach  of  the  covenants  in  a 
lease.  The  defense  was  that  the  plaintiff,  being  a  corporation 
that  owed  a  duty  to  the  public,  had  no  legal  right  to  lease  such 
property  as  disabled  it  from  performing  this  duty. 

Wii/PON,  J.  The  question  is  whether  a  gas  company,  which 
possesses  and  exercises  the  right  to  lay  its  pipes  in  the  public 
streets,  can  sell,  lease  or  assign  its  corporate  rights  and  privileges 
to  another  gas  company  without  the  consent  of  the  legislature. 

We  think  the  question  must  be  answered  in  the  negative. 
Corporations  possessing  and  exercising  the  right  of  eminent  do- 
main, owe  duties  to  the  public  from  the  performance  of  which 
they  are  not  allowed  to  escape  by  a  sale  or  lease  of  their  fran- 
chises, without  first  obtaining  the  consent  of  the  legislature. 
The  franchise  of  a  corporation  having  the  right  to  receive  tolls 
may  be  levied  on  to  satisfy  an  execution  against  the  corporation, 
and  in  this  way  it  may  be  deprived  of  its  corporate  powers  and 
privileges.  And  they  may  be  lost  by  the  foreclosure  of  a  legally 
executed  mortgage.  And  they  may  also  be  lost  by  laches  in  re- 
claiming them  when  they  have  been  illegally  sold,  leased  or  as- 
signed. But  subject  to  these  well-defined  exceptions,  it  is  now 
settled  by  an  overwhelming  weight  of  authority  that  public  or 
guoM-public  corporations,  which  possess  and  exercise  the  right 
of  eminent  domain,  or  its  equivalent,  owe  duties  to  the  public, 
as  well  as  to  their  stockholders ;  and  that  they  can  not  sell  or 
lease  their  corporate  powers  and  privileges,  and  thereby  disable 
themselves  from  performing  their  public  duties,  without  legis- 
lative authority.  It  is  the  duty  of  gas  companies,  water  com- 
paines,  street  railway  companies,  and  all  similar  corporations, 
which  have  obtained  the  right  to  use  the  public  streets  for  the 
erection  or  extension  of  their  works,  to  serve  the  public  faith- 
fully and  impartially,  and  at  reasonable  rates.  And  this  is  a 
duty  the  performance  of  which  may  be  enforced  by  the  courts. 
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And  one  reason  why  these  corporations  axe  not  allowed  to  sell 
or  lease  their  corporate  powers  and  franchises,  without  legis- 
lative authority,  is  that  if  they  were  able  to  do  so,  they  might 
thereby  disable  themselves  from  the  performance  of  their  pub- 
lic duties,  and  thus  escape  from  the  power  of  the  courts  and 
of  the  legislature  to  enforce  their  performance. 

But  a  still  more  serious  objection  to  the  traffic  in  corporate 
franchises  is  the  ease  with  which  such  a  power  could  be  used 
to  create  monopolies.  By  its  exercise,  a  single  corporation  could 
easily  become  possessed  of  the  corporate  powers  and  privileges 
of  all  its  rivals,  and  thereby  annihiliate  competition  and  obtain  a 
complete  control  of  the  markets.  Such  combinations  are  usually 
hurtful,  and  sound  public  policy  requires  that  they  be  kept 
under  legislative  supervision  and  restraint. 

To  the  argument  that  similar  combinations  may  be  made  by 
individuals,  it  has  been  aptly  replied  that  men  are  mortal,  and 
their  combinations  short-lived,  but  corporations  are  immortal, 
and  their  combinations  and  acquisitions  may  go  on  forever ;  that 
they  may  add  field  to  field,  wealth  to  wealth,  and  power  to 
power,  till  they  become  too  strong  for  the  government  itself; 
that  all  experience  shows  that  such  accumulations  of  wealth  and 
power  are  dangerous  to  the  public  welfare;  and  that  while 
society  can  endure  the  accumulations  and  combinations  of  mor- 
tals, which  must  end  at  the  grave,  it  can  not  endure  similar 
accumulations  and  combinations  of  power  by  corporations,  which 
may  continue  forever.    •    •    • 

The  law  does  not  assume  that  all  combinations  of  corporate 
powers  and  franchises  are  necessarily  hurtful.  It  recognizes 
the  faet  that  they  are  sometimes  beneficial,  and  provides  a  way 
by  which  they  may  be  lawfully  made.  But  as  such  combinations 
are  liable  to  be  made  for  improper  purposes  and  with  condi- 
tions annexed  to  them  which  are  inadmissible,  sound  public 
policy  requires  that  they  be  made  under  legislative  supervision 
and  restraint 

In  the  present  case  the  Brunswick  Gas  Light  Company  un- 
dertook to  lease  all  its  property,  and  all  its  corporate  rights  and 
privileges,  to  the  United  Gas,  Fuel  and  Light  Company  for  twen- 
ty-five years.    The  latter  company  took  possession  of  the  works 
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and  held  them  for  seventeen  and  a  half  months,  making  im- 
provements upon  them  and  paying  a  portion  of  the  agreed  rent. 
It  then  abandoned  the  works,  and  possession  was  resumed  by  the 
lessors. 

This  is  a  suit  by  the  lessors  against  the  lessees  for  a  breach 
of  the  covenants  contained  in  the  lease.  It  was  contended  in 
defense  that  the  lease  was  illegal  and  void,  and  that  no  re- 
covery could  be  had  upon  it.  The  presiding  justice  ruled,  as  a 
matter  of  law,  that  the  plaintiff  company  and  the  defendant 
company  had  power  to  execute  the  lease,  and  that  a  recovery 
could  be  had  for  a  breach  of  the  covenants  contained  in  it.  We 
think  the  ruling  was  erroneous.  No  legislative  authority  for 
making  the  lease  was  shown,  and,  without  such  authority,  we 
think  the  lease  must  be  regarded  as  ultra  tnres  and  void.  The 
authorities  bearing  upon  the  question  are  not  in  entire  harmony; 
but  the  weight  of  authority  seems  to  us  to  be  overwhelmingly  in 
favor  of  this  conclusion.  See  2  Beach  on  Corporations,  sections 
831  to  856,  inclusive,  and  the  six  pages  of  authorities,  pro  and 
con,  cited  under  the  section  last  cited.  The  cases  are  too  numer- 
ous for  citation  here,  and  the  few  cases  to  which  we  have  re* 
ferred  will  furnish  a  key  to  all  of  them. 

But  it  is  claimed  that,  inasmuch  as  the  defendant  company 
took  and  held  possession  of  the  plaintiff  company's  works  by 
virtue  of  the  lease,  ultra  vires  is  no  defense  to  an  action  to  re- 
cover the  agreed  rent.  We  do  not  doubt  that  the  plaintiff  com- 
pany is  entitled  to  recover  a  reasonable  rent  for  the  time  the 
defendant  company  actually  occupied  the  works;  but  do  not 
think  the  amount  can  be  measured  by  the  ultra  vires  agreemoit. 
We  think  that  in  such  cases  the  recovery  must  be  had  upon  an 
implied  agreement  to  pay  a  reasonable  rent;  and  that  while  the 
ultra  vires  agreement  may  be  used  as  evidence,  in  the  nature 
of  an  admission,  of  what  is  a  reasonable  rent,  it  can  not  be 
allowed  to  govern  or  control  the  amount.  It  seems  to  us  that  it 
would  be  absurd  to  hold  that  the  ultra  vires  lease  is  void  and 
at  the  same  time  hold  that  it  governs  the  rights  of  the  parties 
with  respect  to  the  amount  of  rent  to  be  recovered.  A  void 
instrument  governs  nothing.  We  think  the  correct  rule  is  the 
one  stated  by  Mr.  Justice  Gray,  in  a  recent  case  in  the  United 
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States  Supreme  Court.  He  said  that  a  contract  made  by  a 
corporation  which  is  unlawful  and  void,  because  beyond  the 
scope  of  its  corporate  powers,  does  not  by  being  carried  into 
execution  become  lawful  and  valid ;  and  that  the  proper  remedy 
of  the  aggrieved  party  is  to  disaffirm  the  contract  and  sue  to 
recover  as  on  a  quantum  merwii  the  value  of  what  the  defendant 
has  actually  received  the  benefit  of.  Pittsburgh,  etc.,  v.  Keokuk, 
etc.,  131  U.  S.  371.  We  think  this  is  the  correct  rule.  2  Beach 
on  Corp.,  §  423,  and  cases  there  «ited. 
Exceptions  sustained. 


Pleading  Corporate  Existence.^ 

(Conflict  of  Authorities.) 

EXCHANGE  NATIONAL  BANK  v.  L.  J.  CAPPS  ET  AL. 

32  Neb.  242,  29  Am,  8t.  Rep.  433.    1891. 

Suit  by  the  bank  upon  a  promissory  note  made  payable  to  the 
order  of  the  Exchangie  National  Bank.  The  petition  read  sim- 
ply that  ** Plaintiff  complains,"  etc.,  without  alleging  it  was  a 
corporation,  or  stating  under  what  law  it  was  organized.  A 
demurrer  to  the  petition  was  sustained,  and  this  is  the  error 


Maxwell,  J.  •  •  •  In  Platte  Valley  Bank,  v.  Harding, 
1  Neb.  461,  it  was  held  that  the  maker  of  a  note  payable  to  a 
bank,  in  an  action  on  the  note,  can  not  raise  the  question  of  the 
bank's  incorporation.  In  Angell  &  Ames  on  Corporations,  section 
632,  it  is  said:  "It  is,  however,  generally  admitted  that  a  cor- 
poration may  declare  in  its  corporate  name,  without  setting 
forth  in  the  declaration  the  act  of  incorporation  or  averring  that 
it  is  a  corporation  if  the  act  be  private." 

At  common  law  it  is  not  necessary  to  set  forth  in  the  declara- 
tion the  act  of  incorporation  when  an  action  is  brought  in  the  cor- 
porate name.  The  code  was  designed  to  simplify  procedure. 
There  is  no  requirement  of  the  statute  that  the  act  of  incorpora- 


•See  Sec.  1289,  Vol.  9,  Cyclopedia  of  Law, 
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tion  shall  be  averred,  and  it  seems  to  be  snffiei^it  to  bring  the 
action  in  the  corporate  name. 

In  Stanley  v.  B.  &  D.  B.  Co.,  89  N.  G.  331,  it  is  said:  ''It  is 
difficult  to  assign  any  sufficient  reason  why  a  corporation  suing 
or  sued  should  be  designated  by  any  further  description  than 
its  corporate  name,  which  does  not  apply  with  equal  force  to  a 
natural  person,  the  only  purpose  in  either  case  being  to  point 
out  the  party  to  the  action.  The  appearance  and  plea  to  the 
merits  or  answer  is  a  concession  of  the  sufficiency  of  the  desig- 
nation of  the  person,  natural  or  artificial,  and,  if  intended  to  be 
disputed,  it  should  be  under  the  present  practice  by  answer." 

So  under  the  section  of  the  Iowa  code  in  regard  to  actions 
on  written  instruments,  when  "suit  may  be  brought  by  or 
against  any  of  the  parties  thereto,  by  the  same  name  and  de- 
scription as  those  by  which  they  are  designated  in  such  instru- 
ment." (Harris  Mfg.  Co.  v.  Marsh,  49  Iowa  11,  4  Am.  &  Eng. 
Ency.  of  Law  285.)  There  is  no  requirement  of  the  code  that 
authorizes  a  court  to  insist  upon  setting  out  the  act  of  incor- 
poration in  an  action  brought  in  the  corporate  name.  The  com- 
mon law  prevails  in  this  state  in  all  matters  where  there  is  no 
statute  to  the  contrary.  The  code  has  not  changed  the  conmion 
law  in  this  respect  It  was,  therefore,  unnecessary  to  aver  the 
act  of  incorporation. 

The  judgment  of  the  district  court  is  reyersed,  and  the  cause 
remanded  for  further  proceedings. 

Revebsesd  and  bkbianned. 

The  other  judges  concur. 


B.  W.  HOIiLOWAY  v.  THE  MEMPHIS,  EL  PASO  ft 
PACIFIC  B.  B.  CO. 

23  Texas  465,  76  Am.  Dec.  68.    1859. 

[Suit  by  the  corporation  (without  alleging  its  corporate  ex- 
istence) against  HoUoway  upon  a  written  contract  of  subscrip- 
tion to  the  stock  of  the  railroad  company.  The  defendant  de- 
murred, the  court  overruled  the  demurrer,  and  this  is  the  error 
assigned.] 
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Wheeleb,  C.  J.  It  is  the  settled  rale  of  the  English  law,  and 
it  is  the  rule  in  New  York,  Virginia  and  some  of  the  other  states, 
that  where  a  body  politic  institutes  legal  proceedings,  either  on 
a  contract  or  to  recover  property,  it  must,  at  the  trial,  under  the 
general  issue,  prove  the  fact  of  incorporation.  (Angell  &  Ames 
on  Corp.,  §  632,  4th  edit.,  and  cases  cited.)  In  the  case  of  The 
Bank  v.  Simonton,  2  Texas  Bep.  531,  this  court  held  that  the 
plaintiffs  must  aver  and  prove  that  they  were  a  body  corporate, 
duly  constituted  by  competent  authority,  to  enable  them  to  main- 
tain this  action.  That  was  the  case  of  a  foreign  corporation. 
But  the  principle  of  the  decision  applies  equally  to  a  domestic 
corporation,  created  by  private  act,  of  which  the  court  can  not 
judicially  take  notice. 

In  some  of  the  states  a  different  rule  obtains,  and  it  is  held 
that,  if  in  a  suit  by  a  corporation  the  defendant  plead  the  gener- 
al issue,  it  is  an  admission  of  the  corporate  existence  of  the 
plaintiffs,  on  the  principle,  it  seems,  that  by  pleading  to  the 
merits,  the  defendant  admits  the  capacity  of  the  plaintiffs  to 
sue.  (Angell  &  Ames  on  Corp.,  §  633.)  Those  courts,  how- 
ever, make  an  exception  in  the  case  of  foreign  corporations. 
(AngeU  &  Ames  on  Corp.,  §  633.)  But  the  reason  for  a  dis- 
tinction in  this  respect  is  not  very  clearly  discoverable.  A 
foreign  corporation  is  required  to  prove  its  corporate  legal 
existence,  because  the  court  can  not  judicially  know  the  legal 
being  of  such  a  corporation.  The  court  can  not  take  notice, 
ex  officio,  of  the  foreign  law,  by  which  it  is  created  a  body  cor- 
porate. The  same  reason  applies  to  a  domestic  corporation, 
created  by  a  private  act.  The  court  can  not  judicially  take 
notice  of  a  private  statute,  and  there  would  seem  to  be  the  same 
reason  for  requiring  the  proof  to  be  made  in  the  one  case  as 
in  the  other. 

The  English  rule  seems  most  in  consonance  with  principle. 
The  merely  naming  themselves  a  company  shows  the  fact  of  an 
association  acting  under  a  i>artieular  name,  but  not  that  thqr 
have  the  legal  capacity  to  act^  and  prosecute  suits  by  that 
name;  nor  can  the  court  know  that  they  have  such  capacity, 
unless  they  are  constituted  a  body  corporate  by  public  law,  or 
are  reoognixed  as  such  by  a  law,  of  which  the  court  can  judicial- 
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I7  take  notice.  It  would  seem,  therefore,  on  principle,  tliat  a 
private  domestic  corporation,  equally  with  a  foreign  corpora- 
tion, must  aver  and  prove  the  fact  of  incorporation. 

The  question  raised  by  the  demurrer  is,  whether  it  was  neces- 
sary for  the  plaintiffs  to  aver  that  they  are  a  corporation.  In 
The  Bank  v.  Simonton,  it  was  held  to  be  a  necessary  averment 
to  enable  the  plaintiffs  to  maintain  the  action.  We  are  of  opin- 
ion that  the  present  is  not  distinguishable  from  that  case  in 
principle,  and  that  the  petition  wanting  the  averment  is  in- 
sufficient. 

It  is  insisted  that  the  defendant,  by  contracting  with  the 
plaintiffs  in  their  corporate  name,  has  admitted  that  they  are 
duly  constituted  a  body  corporate  under  that  name.  This  ques- 
tion was  also  considered  in  the  case  of  The  Bank  v.  Simonton, 
in  reference  to  the  authorities  now  cited  by  the  plaintiffs'  coun- 
sel, and  the  contrary  was  decided.  The  mere  fact  that  in  a 
contract  with  the  company  the  defendant  has  designated  it  by 
a  name  which  is  appropriate  to  a  corporate  body,  does  not  ad- 
mit its  corporate  legal  existence,  unless  it  be  distinctly  stated 
in  the  contract  that  the  company  is  an  incorporated  company. 
(7  Wend.  540;  8  Wend.  480;  15  Wend.  316.)  It  admits  only 
the  existence  of  an  association  acting  under  that  name. 

If  it  be  an  inconvenience  and  hardship  to  require  a  private  cor- 
poration to  prove  its  corporate  existence  in  actions  brought  by 
it,  it  can  easily  be  obviated  by  an  act  of  the  legislature  declar- 
ing the  act  of  incorporation  a  public  law,  or  dispensing  with 
the  necessity  of  pleading  the  act  in  suits  by  the  corporation. 

We  are  of  opinion  that  the  court  erred  in  overruling  the  ex- 
ceptions to  the  petition,  and  that  the  judgment  be  reversed  and 
the  cause  remanded  for  further  proceedings. 

Reversed  and  bemanded. 
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Corporation's  Power  io  Make  By-Laws.* 

SAMUEL  FLINT  v.  JAMES  PIERCE. 

99  Mass.  68,  96  Am.  Dec.  691.    1868. 

Suit  by  Flint  against  Pierce  for  balance  of  a  loan  dne  on  a 
note  given  in  1862  by  a  corporation  of  which  Pierce  was  a  mem- 
ber, and  had  signed  a  by-law  providing  that  ''The  members  of 
this  association  pledge  themselves,  in  their  individual  as  well  as 
collective  capacity,  to  be  responsible  for  all  moneys  loaned  to 
this  association." 

Wells,  J.  The  note  upon  which  this  action  is  based  is  the 
contract  of  the  corporation.  The  defendant  is  not  a  party  to 
that  contract;  and  the  plaiatiflf  does  not  seek,  by  this  suit,  to 
charge  him  upon  any  statute  liability  as  a  stockholder.  Respon- 
sibility for  the  amount  of  the  note  is  sought  to  be  established 
through  a  by-law  of  the  corporation,  to  which  the  defendant  had 
attached  his  signature.  This  by-law,  with  others,  was  adopted 
in  1831.  To  become  a  member  of  the  association  it  was  requisite 
to  subscribe  the  by-laws.  It  does  not  appear  that  the  defendant's 
signature  was  attached  for  any  other  purpose  than  to  constitute 
him  a  member  of  the  corporation.  It  does  not  appear,  and  is  not 
alleged,  that  the  plaintiff  lent  his  money  upon  the  faith  or  credit 
of  the  individual  pledge  contained  in  the  by-law;  nor  that  the 
by-law  was  in  any  manner  made  known  to  him,  or  to  the  public^ 
as  the  basis  of  such  credit. 

The  office  of  a  by-law  is  to  regulate  the  conduct  and  define  the 
duties  of  the  members  towards  the  corporation  and  between  them- 
selves. So  far  as  its  provisions  are  in  the  nature  of  contract,  the 
parties  thereto  are  the  members  of  the  association,  as  between 
themselves ;  or  the  corporation  upon  the  one  side  and  its  individ- 
ual members  upon  the  other.  The  right  of  any  third  party, 
stranger  to  the  association,  to  establish  a  legal  claim  through  such 
a  by-law,  must  depend  upon  the  general  principles  applicable  to 
express  contracts,  as  laid  down  in  Mellen  v.  Whipple,  1  Gray  317, 
and  the  subsequent  decisions  in  Field  v.  Crawford,  6  Gray  116, 


*See  Sec  1291,  VoL  9,  Cyclopedia  of  Law. 
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and  Dow  v.  Clark,  7  Gray  198.  No  action  can  be  maintained  by 
such  tiiird  party  unless  he  can  bring  his  case  within  some  of  the 
recognized  exceptions  to  that  general  rule.  A  pledge  like  the 
one  in  question,  if  made  for  the  piupose  of  enabling  the  cor- 
poration to  obtain  a  loan  upon  the  faith  of  it,  and  used  for  that 
purpose,  may  perhaps  give  a  right  of  action  against  the  subscrib- 
ers in  favor  of  a  party  who  has  been  induced  to  advance  money 
upon  its  credit  This  seems  to  be  implied  strongly  by  the  decis- 
ion in  the  case  of  Trustees  of  Free  Schools  in  Andover  v.  Flint, 
13  Met.  543,  inasmuch  as  the  plaintiff  in  that  case  appears  to 
have  failed  to  recover  upon  a  similar  claim  merely  for  the  reason 
that  the  defendant  had  not  signed  the  by-law.  But  no  such  facts 
are  shown  to  exist  in  the  present  case.  The  plaintiff  not  only  is 
no  party  to  the  contract  contained  in  the  by-law,  but  he  fails  to 
show  any  privity  between  himself  and  the  defendant  in  relatioti 
to  the  subject-matter,  or  to  the  consideration,  of  his  demand. 
Judgment  must  be  rendered  accordingly  for  the  defendant. 


Conceminff  the  Doctrine  of  Ultra  ViresSIeaning  of  the  Term.^ 

PITTSBURG,  C.  &  ST.  L.  RY.  CO.  v.  KEOKUK  BRIDGE  CO. 

131  U.  a.  371.    1889. 

Mr.  Justice  Gray.  The  outlines  of  the  doctrine  of  ultra  vires, 
and  the  reasons  on  which  it  rests,  have  been  dearly  stated  in 
previous  judgments  of  this  court. 

The  reasons  why  a  corporation  is  not  liable  upon  a  contract 
ultra  vires,  that  is  to  say,  beyond  the  powers  conferred  upon  it 
by  the  legislature,  and  varsring  from  the  objects  of  its  creation  as 
declared  in  the  law  of  its  organization,  are :  1st.  The  interest 
of  the  public,  that  the  corporation  shall  not  transcend  the  powers 
granted.  2d.  The  interest  of  the  stockholders,  that  the  capital 
shall  not  be  subjected  to  the  risk  of  enterprises  not  contemplated 
by  the  charter,  and  therefore  not  authorized  by  the  stockholders 
in  subscribing  for  the  stock.    3d.    The  obligation  of  every  one, 

•See  Sees.  1202-1296,  Vol.  9.  Cyclopedia  of  Law. 
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entering  in  a  contract  with  a  corporation,  to  take  notice  of  the 
legal  limits  of  its  powers. 

These  three  reasons  are  clearly  brought  out  in  the  unanimous 
judgment  of  this  court,  delivered  by  Mr.  Justice  Campbell,  in 
the  leading  case  of  Pearce  t.  Madison  and  Indianapolis  Bail- 
road,  21  How.  441,  in  which  it  was  held  that  a  railroad  corpora- 
tion was  not  liable  to  be  sued  upon  promissory  notes  which  it 
had  given  in  payment  for  a  steamboat  received  and  used  by  it, 
and  running  in  connection  with  its  railroad. 


CHICAGO,  E.  I.  ft  P.  BY.  CO.  v.  UNION  PAC.  BY.  CO. 
47  Fed.  Bep.  15.    1891. 

Mr.  Justice  Brbwbb.  The  doctrine  of  vlira  vires  has  been 
thoroughly  sifted  within  the  last  thirty  years— its  extent  and 
limitations  clearly  defined.  Thomas  v.  Bailroad  Co.,  101  U.  S. 
71;  Branch  v.  Jesup,  106  U.  S.  468,  1  Sup.  Ct  Bep.  495;  Penn- 
lEorlvania  B.  Co.  v.  St.  Louis,  A.  ft  T.  H.  B.  Co.,  118  U.  S.  290, 
6  Sup.  Ct.  Bep.  1094;  Oregon  By.  ft  Nav.  Co.  v.  Oregonian  By. 
Co.,  130  U.  S.  1,  9  Sup.  Ct.  Bep.  409;  Central  Transp.  Co.  v. 
Pullman's  Palace  Car  Co.,  139  U.  S.  24,  11  Sup.  Ct.  Bep.  478. 
Two  propositions  are  settled.  One  is  that  a  contract  by  which 
a  corporation  disables  itself  from  performing  the  functions  and 
duties  undertaken  and  imposed  by  its  charter  is,  unless  the  state 
which  created  it  consents,  ultra  vires.  A  charter  not  only  grants 
rights— it  also  imposes  duties.  An  acceptance  of  those  rights  is 
an  assumption  of  those  duties.  As  it  is  a  contract  which  binds 
the  state  not  to  interfere  with  those  rights,  so,  likewise,  it  is  one 
which  binds  the  corporation  not  to  abandon  the  discharge  of  those 
duties.  It  is  not  like  a  deed  or  patent,  which  vests  in  the  grantee 
or  patentee,  not  only  title,  but  full  power  of  alienation;  but  it  is 
more— it  is  a  contract  whose  obligations  neither  party,  state  or 
corporation,  can,  without  the  consent  of  the  other,  abandon. 
The  other  is  that  the  powers  of  a  corporation  are  such,  and  such 
only,  as  its  charter  confers;  and  an  act  beyond  the  measure  of 
those  powers,  as  either  expressly  stated  or  fairly  implied,  is 
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ultra  vires,  A  corporation  has  no  natural  or  inherent  rights  or 
capacities.  Created  by  the  state,  it  has  such  powers  as  the  state 
has  seen  fit  to  give  it— ''only  this,  and  nothing  more."  And  so, 
when  it  assumes  to  do  that  which  it  has  not  been  empowered  by 
the  state  to  do,  its  assumption  of  power  is  vain ;  the  act  is  a  nul- 
lity ;  the  contract  is  ultra  vires.  These  two  propositions  embrace 
the  whole  doctrine  of  ultra  vires.    They  are  its  alpha  and  omega. 


MINERS'  DITCH  CO.  v.  ZELLERBACH. 
37  Cal.  534.    1869. 

Sawyeb,  C.  J.  In  considering  the  cases  in  which  the  law 
applicable  to  corporations  is  discussed,  it  must,  also,  always  be 
borne  in  mind  that  there  are  several  classes  of  rights  to  which 
they  apply,  and  that  upon  the  same  general  state  of  facts,  the 
legal  consequences  might  be  different  with  reference  to  the  differ* 
ent  classes  of  rights.  Thus  there  are  corporate  rights— that  is 
to  say,  rights  which  pertain  to  the  corporation  as  «ucA— the  ar- 
tificial legal  entity  created  by  the  act  of  incorporation,  considered 
as  a  single,  distinct  person ;  individual  rights  of  the  stockholders 
as  such,  and  rights  of  the  creditors  of  the  corporation.  The 
rights  of  strangers  dealing  with  the  corporation  may  vary  ac- 
cording as  they  are  considered  with  reference  to  the  corporation 
itself,  the  stockholders,  or  the  creditors  of  the  corporation.  So, 
also,  there  are  several  classes  of  corporations,  such  as  public 
municipal  corporations,  the  leading  object  of  which  is  to  promote 
the  public  interest ;  corporations  technically  private,  but  yet  of 
a  quad-pvLhliQ  character,  having  in  view  some  great  public  enter- 
prise, in  which  the  public  interests  are  directly  involved  to  such 
an  extent  as  to  justify  conferring  upon  them  important  govern- 
mental powers,  such  as  an  exercise  of  the  right  of  eminent  do- 
main. Of  this  class  are  railroad,  turnpike  and  canal  companies, 
and  corporations  strictly  private,  the  direct  object  of  which  is 
to  promote  private  interests,  and  in  which  the  public  has  no  con- 
cern, except  the  indirect  benefits  resulting  from  the  promotion 
of  trade,  and  the  development  of  the  general  resources  of  the 
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country.  They  derive  nothing  from  the  government,  except  the 
right  to  be  a  corporation  and  to  exercise  the  powers  granted.  In 
all  other  respects,  to  the  extent  of  their  powers,  they  stand  upon 
the  footing  of  natural  persons,  having  such  property  as  they 
may  legally  acquire,  and  holding  and  using  it  ultimately  for  the 
exclusive  benefit  of  the  stockholders.  In  this  last  class,  the 
stockholders  and  those  dealing  with  the  corporation  are  the  only 
parties  directly  and  immediately  interested  in  their  acts,  so  long 
as  the  corporation  confines  itself  within  the  general  scope  of  its 
powers.  The  rights  of  the  corporation,  the  corporators  and  of 
strangers  dealing  with  the  corporation,  may,  in  some  respects, 
vary  according  to  the  circumstances  surrounding  a  given  trans- 
action. 

The  term  ultra  vires,  whether  with  strict  propriety  or  not, 
is  also  used  in  different  senses.  An  act  is  said  to  be  ultra  vires 
when  it  is  not  within  the  scope  of  the  powers  of  the  corporation 
to  perform  it  under  any  circumstances  or  for  any  purpose.  An 
act  is  also  sometimes  said  to  be  ultra  vires  urith  reference  to  the 
rights  of  certain  parties,  when  the  corporation  is  not  authorized 
to  perform  it  without  their  consent,  or  with  reference  to  some 
specific  purpose,  when  it  is  not  authorized  to  perform  it  for  that 
purpose,  although  fully  within  the  scope  of  the  general  powers 
of  the  corporation,  with  the  consent  of  the  parties  interested,  or 
for  some  other  purpose.  And  the  rights  of  strangers  dealing 
with  corporations  may  vary,  according  as  the  act  is  ultra  vires 
in  one  or  the  other  of  these  senses.  All  these  distinctions  must 
be  constantly  borne  in  mind  in  considering  a  question  arising 
out  of  dealings  with  a  corporation.  When  an  act  is  ultra  vires 
in  the  first  sense  mentioned,  it  is  generally  if  not  always  void  in 
toto,  and  the  corporation  may  avail  itself  of  the  plea.  But  when 
it  is  ultra  vires  in  the  second  sense,  the  right  of  the  corporation 
to  avail  itself  of  the  plea  will  depend  upon  the  circumstances  of 
the  case.    •    •    • 

The  question,  as  between  stockholders  and  the  corporation,  is 
a  very  different  one  from  that  which  arises  between  the  corpora- 
tion itself  and  strangers  dealing  with  it;  and  the  principle  estab- 
lished, where  the  contest  arises  between  strangers  and  the  cor- 
poration, is,  whether  the  act  in  question  is  one  which  the  cor- 
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poration  is  not  authorized  to  perform  under  any  circumstances, 
or  one  that  may  be  performed  by  the  corporation  for  some  pur- 
posesy  but  may  not  for  others.  In  the  former  case  the  defense  of 
ultra  vires  is  available  to  the  corporation  as  against  aU  persons, 
because  they  are  bound  to  know,  from  the  law  of  its  existence, 
that  it  has  no  power  to  perform  the  act.  But  in  the  latter  case 
the  defense  may  or  may  not  be  available,  depending  upon  the 
question  whether  the  party  dealing  with  the  corporation  is  aware 
of  the  intention  to  perform  the  act  for  an  unauthorized  purpose, 
or  under  circumstances  not  justifying  its  performance.  And  the 
test,  as  between  strangers  having  no  knowledge  of  an  unlawful 
purpose  and  the  corporation,  is  to  compare  the  terms  of  the  con- 
tract with  the  provisions  of  the  law  from  which  the  corporation 
derives  its  powers;  and  if  the  court  can  see  that  the  act  to  be 
performed  is  necessarily  beyond  the  powers  of  the  corporation 
for  any  purpose,  the  contract  can  not  be  enforced;  otherwise  it 
can.  Or,  in  the  language  of  Mr.  Justice  Selden,  in  the  case  be- 
fore cited:  "Where  the  want  of  power  is  apparent,  upon  com- 
paring the  act  done  with  the  terms  of  the  charter,  the  party 
dealing  with  the  corporation  is  presumed  to  have  knowledge  of 
the  defect,  and  the  defense  of  ultra  vires  is  available  against  him. 
But  such  a  defense  would  not  be  permitted  to  prevail  against  a 
party  who  can  not  be  presumed  to  have  had  any  knowledge  of  the 
want  of  authority  to  make  the  contract.  Hence,  if  the  question 
of  power  depends  not  merely  upon  the  law  under  which  the  cor- 
poration acts,  but  upon  the  existence  of  certain  extrinsic  facts 
resting  peculiarly  within  the  knowledge  of  the  corporate  officers, 
then  the  corporation  would,  I  apprehend,  be  estopped  from  deny- 
ing that  which  (by  assuming  to  make  the  contract,  it  had  virtu- 
ally affirmed.''  (22  N.  T.  290.)  Strangers  are  presumed  to 
know  the  law  of  the  land,  and  they  are  bound,  when  dealing  with 
the  corporations,  to  know  the  powers  conferred  by  their  charter. 
These  are  open  to  their  inspection,  and  it  is  easy  to  determine 
whether  the  act  is  within  the  scope  of  the  general  powers  con- 
ferred for  that  purpose.  But  they  have  no  access  to  the  private 
papers  of  the  corporation,  or  to  the  motives  which  govern  di- 
rectors and  stockholders,  and  no  means  of  knowing  the  purposes 
for  which  an  act,  that  may  be  lawful  for  some  purposes,  is  done. 
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The  very  fact  that  the  appointed  officers  of  the  corporation  aft- 
snme  to  do  an  act  in  the  apparent  performance  of  their  duties 
which  they  are  authorized  to  perform  for  the  lawful  purposes 
of  the  corporation,  is  a  repres^itation  to  those  dealing  with  them 
that  the  act  performed  is  for  a  proper  purpose.  And  such  is  the 
presumption  of  the  law,  and  upon  this  presumption,  strangers 
having  no  notice  in  fact  of  the  unlawful  purpose,  are  entitled  to 
rely.  To  this  effect  is  the  principle  of  the  following,  among  other 
cases,  as  well  as  those  already  cited:  Commissioners  of  Enox 
County  V.  Aspinwall,  21  How.  (U.  S.)  545,  is  a  strong  case  apply- 
ing this  doctrine  to  public  corporations.  Gelpecke  v.  City  of 
Dubuque,  1  Wallace  (U.  S.)  203,  and  cases  cited;  Bank  of  United 
States  V.  Danbridge,  12  Wheat.  64. 

Upon  any  other  principle  there  would  be  no  safety  in  dealing 
mth  corporations,  and  the  business  operations  of  these  institu- 
tions would  be  greatly  crippled,  while  the  interests  of  the  stock- 
holders and  the  public,  and  their  general  usefulness,  would  be 
seriously  impaired.  The  officers  are  appointed  by  the  corpora- 
tion, and  if  any  loss  results  to  strangers  dealing  with  the  cor- 
poration  from  their  misrepresentation  in  matters  unthin  the  gen* 
eral  scope  of  their  duties,  it  should  fall  upon  the  corporation, 
which  is  responsible  for  their  appointment,  rather  than  upon  par- 
ties  who  have  no  other  means  of  ascertaining  the  facts,  and  must 
rely  upo^  Iheir  assurances  or  not  deal  unth  the  corporation  at  dU. 


Liability  of  Corporations  for  Torts  and  Crimes* 

EASTERN  COUNTIES  RAILWAY  CO.  AND  RICHARD- 
SON  V.  BROOM. 

IP  Exch.  (Welsby,  H.  &  G.)  Reports  314;  2  Eng.  L.  &  Eq. 

406,    1851, 

Broom,  a  passenger  on  the  railway,  brought  an  action  of  tres- 
pass for  assault,  battery  and  false  imprisonment,  against  the 
company,  and  Richardson,  its  inspector.    The  plaintiff's  eyi« 


*8ee  Sec.  12d7,  YoL  0,  Gsrclopedla  of  Law. 
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dence  showed  that  he  was  a  passenger  in  defendant's  ear,  that 
he  was  assaulted  in  the  car,  forcibly  taken  out  of  the  same,  and 
imprisoned  by  Richardson,  then  an  inspector  in  the  service  of  the 
company,  professing  to  act  in  so  doing  as  its  servant,  and  under 
assertions  of  justification  which  the  evidence  failed  to  establish. 
The  court,  in  leaving  the  evidence  to  the  jury,  said  the  company 
could  be  liable  in  one  of  two  ways:  *'If,  beforehand,  they  gave 
instructions  to  their  servants  to  remove  from  their  cars  any  who 
disobeyed  the  by-laws,  and  commit  him  to  a  policeman,  if  they 
gave  their  directions  generally,  there  was  no  doubt  they  would  be 
liable.  They  would  also,  if,  discovering  that  their  servant,  act- 
ing on  their  behalf,  had  given  the  plaintiflF  into  custody,  they 
adopted  the  act,  and  directed  their  attorney  to  follow  that  up  and 
prosecute  the  charge."  This  was  objected  to,  and  it  was  con- 
tended that  an  action  of  trespass  for  assault  and  battery  does 
not  lie  against  a  corporation  aggregate ;  that  in  order  to  render 
the  corporation  liable  for  such  an  act  by  an  agent,  the  authority 
to  do  the  act  must  be  given  by  an  instrument  under  seal ;  and  that 
such  authority  must  precede  the  act,  since  the  corporation  can  not 
be  rendered  liable  by  ratification. 

Paterson,  J.  I  have  conferred  with  my  learned  brothers 
upon  this  case,  and  we  are  all  of  opinion  that  there  is  no  reason 
why  we  should  defer  our  judgment.  The  first  question  arises 
on  the  declaration  itself,  and  is  quite  independent  of  the  par- 
ticular circumstances  of  this  case.  It  is  alleged  on  the  part  of 
the  plaintiffs  in  error,  as  a  general  broad  proposition  of  law,  that 
in  no  case  can  an  action  of  trespass  for  assault  and  battery  lie 
against  a  corporation  aggregate.  Whatever  may  be  the  eflEect  of 
the  authorities  in  the  Year  Books,  it  has  been  expressly  held, 
in  modem  times,  that  trespass  will  lie  against  a  corporation  ag- 
gregate for  breaking  and  entering  a  close,  and  for  seizing  goods. 
This  has  been  decided  by  several  recent  cases.  Then  the  question 
is  whether  trespass  for  assault  and  battery  may  lie  against  a 
corporation,  and  it  has  been  contended  that  it  can  not,  for  it  is 
said  that  it  can  neither  beat  nor  be  beaten.  No  doubt  that  proposi- 
tion is  true  of  it  as  respects  its  corporate  capacity.  But  it  does 
not,  therefore,  follow  that  if  a  corporation,  by  authority  under 
seal,  direct  a  servant  to  apprehend  and  imprison  a  particular  per- 
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son,  an  action  for  assault  and  battery  can  not  be  maintained 
against  the  corporation.  The  learned  counsel  who  appears  for 
the  plaintiffs  in  error  must  contend,  in  order  to  show  that  this 
declaration  can  not  be  supported,  that  no  such  action  would  lie. 
But  we  are  all  clearly  of  opinion  that  it  is  not  so,  and  that  an 
action  of  trespass  for  assault  and  battery  will  lie  against  a  cor- 
poration whenever  the  corporation  can  authorize  the  act  done, 
and  it  is  done  by  their  authority.  We  are,  therefore,  of  opinion 
that  the  declaration  is  good;  and  we  do  not  think  it  necessary 
to  go  through  the  several  authorities  upon  this  question.  The 
next  question  is  whether,  in  order  to  render  the  corporation 
liable  for  the  act  of  their  servant,  it  was  necessary  that  that  serv- 
ant should  have  an  authority  by  deed.  It  has  been  decided, 
many  years  ago,  that  a  corporation  may  be  liable  in  tort  for  the 
acts  of  their  servants,  although  their  authority  be  not  under 
seal.  It  is  not  necessary,  therefore,  further  to  advert  to  this 
point. 

With  respect  to  the  point,  whether  the  company  could  ratify 
the  act,  if  the  act  can  be  said  to  have  been  done  for  the  use  or 
benefit  of  the  company,  there  can  be  no  doubt  that  they  could 
ratify  it.  The  assault  and  imprisonment  of  a  party  liable  to  the 
company  for  not  having  paid  his  fare  was  an  act  of  the  servant 
of  the  company,  which  manifestly  might  have  been  for  the  bene- 
fit of  the  company.  Therefore,  we  are  clearly  of  opinion  that 
there  might  have  been  a  ratification  of  that  act.  The  law  is  well 
laid  down  in  distinct  terms  in  the  passage  from  the  4th  Inst.  317, 
''He  that  receiveth  a  trespasser,  and  agreeth  to  a  trespass  after 
it  be  done,  is  no  trespasser,  unless  the  trespass  was  done  to  his 
use  or  for  his  benefit,  and  then  his  agreement  subsequent  amount- 
eth  to  a  commandment. ' '  The  question  of  liability  by  ratification 
depends  upon  this,  whether  the  act  was  originally  intended  to  be 
done  to  the  use  or  for  the  benefit  of  the  party  who  is  afterwards 
said  to  have  ratified  it.  We  are  with  the  plaintiff  in  this  case, 
that  the  action  might  lie,  and  the  act,  though  not  done  with  the 
knowledge  of  the  company  in  the  first  instance,  might  have  been 
ratified  by  them ;  but  we  are  of  opinion  that  there  was  no  evidence 
of  any  such  ratification,  and  that  the  direction  of  the  lord  chief 
baron  was  wrong  in  this  respect.  The  result,  therefore,  is  that 
there  must  be  a  venire  de  novo.      Yenbee  de  novo. 
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BEHRB  V.  NATIONAL  CASH  REGISTER  CO. 
100  Go.  213,  62  Am.  8t.  Bep.  320.    18S7. 

Action  pf  libel. 

Cobb,  Justice.  Charles  H.  Behre  brought  his  action  against 
the  National  Cash  Register  Company,  a  corporation,  alleging  in 
his  petition  that  he  had  sustained  damage  on  aeoount  of  certain 
slanderous  words  which  had  been  uttered  by  the  agent  of  the 
defendant  while  acting  in  and  about  the  business  of  said  cor- 
poration; and  also  by  a  libelous  writing  which  the  corporation 
had  caused  to  be  published  in  certain  newspapers.  On  demurrer 
the  court  dismissed  the  declaration,  holding  that  the  same  set 
forth  no  cause  of  action.    To  this  ruling  the  plaintiff  excepted. 

1.  The  petition  alleged  that  the  defendant's  agent  went  about 
from  place  to  place,  and  while  in  the  conduct  of  the  defendant's 
business  uttered  words  in  reference  to  plaintiff  which  were  false 
and  malicious.  "While  it  is  distinctly  alleged  that  the  words  com- 
plained of  were  uttered  by  the  agent  of  defendant  within  the 
scope  of  the  agency  and  in  behalf  of  and  for  the  interest  of  the 
defendant,  it  failed  to  allege  that  the  defendant  expressly  di- 

.  rected  or  authorized  the  agent  to  speak  the  words  in  question. 
*'A  corporation  will  not  be  liable  for  any  slander  uttered  by  an 
officer,  even  though  he  be  acting  honestly  for  the  benefit  of  the 
company  and  within  the  scope  of  his  duties,  unless  it  can  be 
proved  that  the  corporation  expressly  ordered  and  directed  that 
officer  to  say  those  very  words,  for  a  slander  is  the  voluntary  and 
tortious  act  of  the  speaker.'*  Odgers  on  Libel  and  Slander,  1st 
Am.  ed.*  368 ;  Newell  on  Defamation,  Slander  and  Libel,  1st  ed., 
36L  ''As  a  corporation  can  act  only  by  or  through  its  agents, 
and  as  there  can  be  no  agency  to  slander,  it  follows  that  a  cor- 
poration can  not  be  guilty  of  slander;  it  has  not  the  capacity  for 
committing  that  wrong.  If  an  officer  or  an  agent  be  guilty  of 
slander  he  is  personally  liable,  and  no  liability  results  to  the 
corporation."  Townsend  on  Slander  and  Libel,  2d  ed.,  §  265. 
Doflge  V.  Bradstreet  Co.,  59  How.  Prac.  104. 

2.  ''A  corporation  may  make  a  libelous  publication."  Howe 
Machine  Company  v.  Souder,  58  Oa.  65.  The  remaining  ques- 
tion to  be  determined  in  this  case  is,  therefore,  whether  there  is 
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a  eanse  of  action  as  for  a  libel  set  forth  in  the  declaration.  The 
article  complained  of  as  libelons  was  as  follows: 

''Mr.  Chas.  H.  Behre  is  no  longer  connected  with  the  National 
Cash  Register  Company,  and  has  not  been  since  Augnst,  1893. 
Any  contracts  made  by  him  for  the  company  will  be  void. 
(Signed)  J.  Block,  Agent,  National  Cash  Register  Company." 

It  was  alleged  that  this  notice  was  published  in  a  newspaper 
in  Albany,  Georgia,  and  that  a  similar  publication  appeared  in 
a  newspaper  in  Atlanta,  Georgia.  It  was  further  alleged,  ''that 
these  publications  were  made  for  the  purpose  of  injuring  peti- 
tioner in  his  business  by  bringing  him  into  discredit  by  making 
the  public  believe  that  he  was  undertaking  to  act  as  the  agent 
of  the  said  defendant,  when  in  fact  he  was  doing  nothing  of  the 
kind,  but  was  keeping  as  far  aloof  from  them  and  their  affairs 
as  possible;  and  that  the  motive  of  the  said  defendant  was  to  put 
him  in  a  false  attitude  before  the  business  public,  by  creating  the 
impression  that  he  was  tr3ring  to  act  as  their  agent  without  au- 
thority •  •  •  and  was  part  of  a  general  plan  and  purpose 
of  said  defendant  to  injure  him  in  his  business  and  bring  him 
into  disrepute;  and  that  they  were  inspired  and  made  by  said 
defendant  for  that  purpose."  The  words  complained  of  may  be 
literally  true— the  statement  in  the  first  sentence  as  a  matter  of 
fact,  and  the  statement  in  the  second  sentence  as  a  matter  of  law. 
If  the  words  were  published  in  good  faith  for  the  purpose  of 
protecting  the  interest  of  the  defendant,  no  liability  would  fiow 
from  their  publication.  They  are  not  libelous  per  se;  but  the 
averment  as  to  the  intention  with  which  the  defendant  caused 
them  to  be  published,  and  the  effect  which  they  have  upon  any 
one  reading  them,  makes  them  libelous.  The  impression  created 
upon  the  mind  of  any  one  reading  this  notice,  is,  that  the  plaintiff 
is  seeking  to  impose  himself  upon  the  trading  public  as  the  agent 
of  the  defendant,  and  that  through  that  means  he  is  attempting 
to  defraud  the  persons  with  whom  he  comes  in  contact,  in  con- 
nection with  the  sale  of  the  goods  of  the  character  sold  by  the 
defendant.  The  distinct  allegation  being  that  this  was  false,  and 
the  words  quoted  above  being  in  effect  an  allegation  of  malice, 
the  petition  sets  forth  a  cause  of  action. 

In  the  case  of  D.  D.  Maynard  v.  Fireman's  Fund  Insurance 
Company,  47  Cal.  207,  the  words  complained  of  were:    "This 
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company  for  good  and  sufficient  reasons  has  resolved  to  dismiss 
D.  D.  Maynard  from  its  service. ' '  The  court  in  the  opinion  say : 
''Words,  which  on  their  face  appear  to  be  entirely  harmless,  may, 
under  certain  circumstances,  convey  a  covert  meaning,  wholly 
different  from  the  ordinary  and  natural  interpretation  usually 
put  upon  them.  To  render  such  words  actionable,  it  is  necessary 
for  the  pleader  to  aver  that  the  author  of  the  libel  intended  them 
to  be  understood,  and  that  they  were  in  fact  understood  by  those 
who  read  them  in  their  covert  sense."  The  definition  of  libel  in 
the  law  of  this  state  is  as  follows:  ''A  libel  is  a  false  and  mali- 
cious defamation  of  another,  expressed  in  print,  or  writing,  or 
pictures,  or  signs,  tending  to  injure  the  reputation  of  an  individ- 
ual, and  exposing  him  to  public  hatred,  contempt  or  ridicule." 
Civil  Code,  §  3832.  That  plaintiff's  petition  showing  that  he  was 
engaged  in  the  business  of  selling  cash  registers,  there  can  be 
no  question  but  that  the  words  complained  of,  when  published 
with  the  intention  alleged,  tended  to  injure  the  reputation  of  the 
plaintiff,  and  also  to  expose  him  to  the  hatred,  contempt  and 
ridicule  of  the  business  public. 

There  was  no  error  in  sustaining  the  demurrer  to  so  much  of 
the  petition  as  attempted  to  set  forth  a  cause  of  action  for  slander, 
but  the  demurrer  should  have  been  overruled  as  to  the  paragraphs 
referring  to  the  libel  complained  of. 

JUDGMJBNT  BEVEB8ED.      AlJi  THE  JUSTICES  CONCUBBmO. 


BROKAW  V.  NEW  JERSEY  B.  E.  AND  TRANSP.  CO. 
32  N.  J.  Law  328,  90  Am.  Dec.  659.    1867. 

Depue,  J.  The  declaration  in  this  case  charges  that  the  New 
Jersey  Railroad  and  Transportation  Company,  by  their  servants, 
and  William  Campbell,  the  other  defendant,  with  force  and 
arms  assaulted  the  plaintiff,  and  ejected  and  expelled  him  from 
a  certain  car  in  which  he  was  riding  on  the  New  Jersey  railroad, 
and  wounded,  bruised  and  ill  treated  him. 

To  this  declaration  the  defendants  have  filed  a  general  de- 
murrer, and  upon  the  argument  two  questions  were  raised:    1. 
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Whether  an  action  of  trespass  for  an  assauH  and  battery  can  be 
maintained  against  a  corporation;  and  2.  Whether  in  such  ac- 
tion an  individual  can  be  joined  as  a  co-defendant  with  a  cor- 
poration.   •    •    • 

The  second  ground  of  demurrer  is  that  William  Campbell  is 
joined  as  a  defendant  with  the  New  Jersey  Railroad  and  Trans- 
portation Company.  The  joinder  is  proper;  for  in  trespass  all 
the  actors  are  principals,  and  may  be  joined  in  one  suit;  and  an 
individual  and  a  corporation  may  be  joined  as  defendants  in  the 
same  suit.  1  Vin.  Abr.,  tit.  Abatement,  Z,  p.  82;  Brown  on 
Corporations,  pi.  24. 

Both  the  defendants  are  charged  as  principalSi  and  it  does 
not  appear  that  Campbell  was  the  servant  of  the  company,  and 
if  it  did  the  joinder  would  still  be  proper.  A  joint  action  of  tort 
in  the  nature  of  trespass  may  be  maintained  against  a  corpora- 
tion and  its  servants  for  a  personal  injury  inflicted  by  the  latter, 
in  discharging  the  duties  imposed  on  him  by  the  corporation. 
Hewett  V.  Swift,  3  Allen  420;  Moore  v.  Pitchburg  B.  Co.,  4  Gray 
465  (64Am.  Dec.  83). 

In  coDsidering  this  case  we  have  not  overlooked  the  case  of 
Orr  V.  Bank  of  the  United  States,  1  Ohio  36  (13  Am.  Dec.  588), 
which  was  much  relied  on  by  the  defendants'  counsel.  That  case 
proceeds  on  principles  long  since  obsolete,  and  is  against  all  the 
later  authorities. 

The  demurrer  is  overruled. 


THE  QUEEN  v.  THE  GREAT  NORTH  OP  ENGLAND 
RAILWAY  CO. 

9  Adolphus  &  Ellis  (N.  8.)  •SIS,  58  Eng.  C.  L.  314.    1846. 

Indictment  of  the  railway  company  for  cutting  through  and 
obstructing  a  highway  by  the  building  of  a  bridge  in  a  way 
different  from  that  conferred  upon  the  company  by  act  of  parlia- 
ment 

Lord  Denman,  G.  J.  The  question  is,  whether  an  indictment 
will  lie  at  common  law  against  a  oorporation  for  a  misfeasance, 
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it  being  admitted,  in  conformity  with  undisputed  deeisionB,  that 
an  indictment  may  be  maintained  against  a  corporation  for  non- 
feasance. 

All  the  preliminary  difficulties,  as  to  the  service  and  execu- 
tion of  process,  the  mode  of  appearing  and  pleading,  and  enforc- 
ing judgment,  are  by  this  admission  swept  away.  But  the  argu- 
ment is,  that  for  a  wrongful  act  a  corporation  is  not  amenable  to 
an  indictment,  though  for  a  wrongful  omission  it  undoubtedly  is; 
assuming,  in  the  first  place,  that  there  is  a  plain  and  obYious 
distinction  between  the  two  species  of  offense. 

No  assumption  can  be  more  unfounded.  Many  occurrences  may 
be  easily  conceived,  full  of  annoyance  and  danger  to  the  public, 
and  involving  blame  in  some  individual  or  some  corporation,  of 
which  the  most  acute  person  could  not  clearly  define  the  cause, 
or  ascribe  them  witb  more  correctness  to  mere  negligence  in  pro- 
viding safeguards  or  to  an  act  rendered  improper  by  nothing 
but  the  want  of  safeguards.  If  A.  is  authorized  to  make  a  bridge 
with  parapets,  but  makes  it  without  them,  does  the  offense  con- 
sist in  the  construction  of  the  unsecured  bridge,  or  in  the  neglect 
to  secure  it! 

But  if  the  distinction  were  always  easily  discoverable,  why 
should  a  corporation  be  liable  for  the  one  species  of  offense  and 
not  for  the  other  t  The  startling  incongruity  of  allowing  the  ex- 
emption is  one  strong  argument  against  it.  The  law  is  often  en- 
tangled in  technical  embarrassments ;  but  there  is  none  here.  It 
is  as  easy  to  charge  one  person,  or  a  body  corporate,  with  erect- 
ing a  bar  across  a  public  road  as  with  the  non-repair  of  it;  and 
they  may  as  well  be  compelled  to  pay  a  fine  for  the  act  as  for  the 
omission. 

Some  dicta  occur  in  old  cases :  ' '  A  corporation  can  not  be  gwity 
of  treason  or  felony."  It  might  be  added  "of  perjury,  or  of- 
fenses against  the  person."  The  court  of  common  pleas  lately 
held  that  a  corporation  might  be  sued  in  trespass,  Maund  v.  The 
Monmouthshire  Canal  Company,  4  M.  &  G.  452;  but  nobody  has 
sought  to  fix  them  with  acts  of  immorality.  These  plainly  de- 
rive their  character  from  the  corrupted  mind  of  the  person  com- 
mitting them,  and  are  violations  of  the  social  duties  that  belong 
to  m«i  and  subjects.    A  corporation,  which,  as  such,  has  no  such 
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dutieg,  can  not  be  guilty  in  these  cases ;  but  they  may  be  guilty 
as  a  body  corporate  of  commanding  acts  to  be  done  to  the  nuisance 
of  the  community  at  large.  The  late  case  of  Begina  v.  Birming- 
ham and  Gloucester  Bailway  Company,  3  Q.  B.  223,  was  con- 
fined to  the  state  of  things  then  before  the  court,  which  amounted 
to  nonfeasance  only ;  but  was  by  no  means  intended  to  deny  the 
liability  of  a  corporation  for  a  misfeasance. 

We  are  told  that  this  remedy  is  not  required,  because  the  indi- 
viduals who  concur  in  voting  the  order,  or  in  executing  the 
work,  may  be  made  answerable  for  it  by  criminal  proceedings. 
Of  this  there  is  no  doubt.  But  the  public  knows  nothing  of  the 
former;  and  the  latter,  if  they  can  be  identified,  are  commonly 
persons  of  the  lowest  rank,  wholly  incompetent  to  make  any  rep- 
aration for  the  injury.  There  can  be  no  effectual  means  for 
deterring  from  an  oppressive  exercise  of  power  for  the  purpose 
of  gain,  except  the  remedy  by  an  indictment  against  those  who 
truly  commit  it,  that  is,  the  corporation,  acting  by  its  majority ; 
and  there  is  no  principle  which  places  them  beyond  the  reach  of 
the  law  for  such  proceedings. 

The  verdict  of  the  Crown,  therefore,  on  the  first  four  counts, 
will  remain  undisturbed.  ' 

Judgment  to  be  entered  on  the  first  four  counts ;  arrested  on  the 
others. 


STATE  V.  ATCHISON. 

1879.    In  the  Supreme  Court  of  Tennessee.    3  Lea  (TennJ 

Rep.  729,  31  Am.  Rep.  663. 

Freeman,  J.  This  is  an  indictment  for  libel,  quashed  in  the 
court  below  and  appealed  by  the  state.  The  indictment  has  two 
counts,  the  first  against  Atchison  and  Buck,  the  second  against 
the  Banner  Publishing  Company.  The  matter  alleged  is  the 
same  in  both  counts. 
Having  found  the  matter  libelous,  the  court  said :  •  •  • 
It  is  next  objected  that  the  joinder  of  two  different  counts 
against  two  different  parties  is  error,  for  which  the  indictment 
should  have  been  quashed.    In  the  caae  of  the  State  v.  Lea,  there 
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was  one  count  against  Polly  Bailey  for  perjury,  and  a  second 
against  Lea  for  subornation  of  perjury.  The  court  say :  ' '  We  are 
unable  to  perceive  why  these  parties  were  not  properly  joined 
in  the  same  indictment,  and  charged  in  separate  counts,  though 
their  offenses  be  distinct.  They  were  of  the  same  nature,  ad- 
mitted of  the  same  plea  and  same  judgment."  1  Cold.  177.  So, 
in  this  case,  the  offense  is  precisely  the  same— the  same  plea  is 
appropriate.  It  is  true  the  corporation  may  not  be  imprisoned, 
but  the  fact  that  the  same  measure  of  punishment  can  not  be 
inflicted  in  this  way  can  not  vitiate  the  indictment;  the  judg- 
ment is  of  the  same  character,  that  is,  a  fine  and  costs.  That  im- 
prisonment might  possibly  be  inflicted  in  one  cajse  and  not  in  the 
other,  can  not  in  the  least  affect  the  validity  of  the  indictment. 
The  principal  of  such  an  objection  is  that  joinder  of  different 
offenses  might  embarrass  the  parties  in  their  defense.  The  fact 
that  one  could  not  be  imprisoned  after  conviction,  certainly  can 
have  no  influence  in  the  conduct  of  the  trial  on  the  question  of 
guilty  or  not  guilty. 

We  see  no  ground  on  which  the  judgment  can  be  sustainbd, 
and  KEVEBSE  it,  remanding  the  case  for  further  proceedings. 
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CHAPTER  V, 

THE  CORPORATION  AND  THE  STATE.* 

The  Staters  Means  of  Control. 

STATE  V.  CUNNINGHAM. 

83  Wis.  90,  35  Am.  8i.  Rep.  27.    1892. 

Action  for  purpose  of  restraining  the  defendant^  as  secretary 
of  state,  from  publishing  election  notices  in  certain  newspapers, 
and  filing  and  preserving  in  his  office  certificates  of  nomination, 
etc.  The  suit  involves  the  authority  of  courts  in  matters  of  quo 
warranto,  mandamus,  injunction^  etc. 

Cassoday,  J.  1.  Counsel  for  the  defendant  challenges  the 
jurisdiction  of  this  court  in  this  cause,  and  supports  such  conten- 
tion with  much  learning  and  ability.  The  question  of  the  original 
jurisdiction  or  power  of  this  court  under  sec.  3,  art.  vii,  of  the 
constitution,  ''to  issue  writs  of  habeas  corpus,  m^mdamus,  in- 
junction, quo  warranto,  certiorari,  and  other  original  and  reme- 
dial writs,  and  to  hear  and  determine  the  same,"  has  frequently 
been  considered  by  this  court. 

•    •    •     (Citations  omitted.) 

Among  the  propositions  so  firmly  established  as  to  require  no 
further  exposition  from  this  court  are  those  to  the  effect  that 
the  constitutional  clause  quoted  ''was  designed  to  give  this  court 
original  jurisdiction  of  all  judicial  questions  affecting  the  sover- 
eignty of  the  state,  its  franchises  or  prerogatives,  or  the  liberties 
of  the  people;"  that  such  prerogative  writs,  including  injunc- 
tion as  a  gu(Mi.prerogative  writ,  can  properly  issue  only  at  the 
suit  of  the  state  or  the  attomey-genertd  in  the  right  of  the  state ; 
that  "in  matters  strictly  publioi  juris,  in  which  no  one  citizen  has 


•See  Sees.  1288-1822,  Vol.  0,  Cyclopedia  of  Law. 
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any  right  or  interest  other  than  that  which  is  common  to  citizens 
in  general,  a  petition  by  a  private  person  for  leave  to  commence 
an  action  in  this  court  in  the  name  of  the  state  can  not  properly 
be  considered  until  the  attorney-general  has  been  requested  to 
move  in  the  matter,  and  has  refused  or  unreasonably  delayed  to 
do  so ; "  that  in  all  cases  in  which  an  exercise  of  such  original  jur- 
isdiction is  sought,  whether  by  such  private  citizen  or  the  attor- 
ney-general, leave  must  first  be  obtained  from  this  court  upon  a 
prima  facie  showing  that  the  case  is  one  calling  for  the  exercise 
of  such  jurisdiction;  that  the  official  acts  of  the  secretary  of 
state  in  issuing  or  publishing  notices  of  an  election  of  members 
of  the  legislature  under  an  apportionment  act  alleged  to  be  in- 
valid, are  purely  ministerial ;  and  hence,  in  the  exercise  of  such 
original  jurisdiction,  this  court  may  control  the  same  either  by 
mandamus  or  injunction  as  the  exigencies  of  the  case  may  re- 
quire. We  do  not  understand  counsel  for  the  defendant  to  ques- 
tion the  correctness  of  the  decision  in  State,  ex  rel.  Att'y-Qen., 
V.  Cunningham,  81  Wis.  440;  and  hence  it  is,  in  effect,  conceded 
that  the  court  has  jurisdiction  of  the  subject-matter  of  the  case 
at  bar. 

The  precise  objection  to  the  jurisdiction  here  presented  is  that 
its  exercifle  has  not  been  invoked  by  the  attorney-general,  and 
hence,  that  the  court  is  powerless  to  consider  the  case  at  all  with- 
out his  consent  and  co-operation.  In  State,  ex  rd.  Wood,  v. 
Baker,  38  Wis.  80,  81,  Ryan,  C.  J.,  said:  *'The  jurisdiction  con- 
ferred on  this  court  by  the  constitution  is  of  informations  in  the 
nature  of  quo  warranto,  as  substituted  in  modem  times  for  the 
use  of  the  ancient  writ  itself,  and  as  used  when  the  constitution 
was  framed.  This  was  a  prerogative  proceeding,  gucui-criminal 
and  gt^o^i-civil  in  its  character,  according  to  its  use,  but  always 
classed  with  criminal  informations.  •  •  •  The  mode  of  pro- 
ceeding under  this  jurisdiction  might  be  regulated  by  statute, 
but  the  jurisdiction  itself  could  not  be  defeated  or  abridged. 
•  •  •  It  was  undoubtedly  competent  for  the  legislature  to  give 
a  quasi-eiyTi  proceeding  in  such  cases,  but  not  to  abolish  the 
gu(m-criminal  jurisdiction  vested  in  the  court  by  the  constitu- 
tion. This  appears  to  us  to  be  a  matter  of  substance,  not  of 
form."    •    •    •* 
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In  Attom^-Qeneral  v.  Bailroad  Cos.,  35  Wis.  512-523,  Chief 
Justice  Ryan  said,  among  other  things:  ''The  grant  of  original 
jurisdiction  is  one  entire  thing,  given  in  one  general  policy,  for 
one  general  purpose,  though  it  may  have  many  objects  and  many 
modes  of  execution.'*    •    •    • 

He  then  contrasted  injunction  and  mandamus,  and  said :  ' '  The 
latter  commands,  the  former  forbids.  Where  there  is  nonfeasance, 
mandamiM  compels  duty.  Where  there  is  malfeasance,  injunc- 
tion restrains  wrong.  And  so  near  are  the  objects  of  the  two 
writs,  that  there  is  sometimes  doubt  which  is  the  proper  one; 
injunction  is  frequently  mandatory,  and  mandamus  sometimes 
operates  restraint.  •  •  •  And  it  is  very  safe  to  assume  that 
the  constitution  gives  injunction  to  restrain  excess  in  the  same 
class  of  cases  as  it  gives  mandamus  to  supply  defect,  the  use  of  the 
one  writ  or  the  other  in  each  case  turning  solely  on  the  accident 
of  overaction  or  shortcoming  of  the  defendant.  And  it  may  be 
that  where  defect  and  excess  meet  in  a  single  case,  the  court  might 
meet  both,  in  its  discretion,  by  one  of  the  writs,  without  being 
driven  to  send  out  both,  tied  together  with  red  tape,  for  a  single 
purpose.  •  •  •  The  prerogative  writs  proper  can  issue  only 
at  the  suit  of  the  state  or  the  attorney-general  in  the  right  of  the 
state ;  and  so  it  must  be  with  the  writ  of  injunction,  in  its  use  as 
a  guo^prerogative  writ.  All  may  go  on  the  relation  of  a 
private  person,  and  may  involve  private  right*' 

The  *'one  entire  thing"— the  ''one  general  policy'*— the  "one 
general  purpose"  to  be  accomplished  through  the  "one  jurisdic- 
tion" by  the  five  several  writs  grouped  together  in  one  clause  of 
the  constitution,  as  mentioned  by  the  learned  chief  justice, 
manifestly  has  reference  to  "judicial  questions  affecting  the 
sovereignty  of  the  state,  its  franchises  or  prerogatives,  or  the 
liberty  of  its  people ;"  for  it  is  only  of  such,  as  therein  indicated, 
that  this  court  takes  original  jurisdiction  at  alL  The  irresist- 
ible logic  of  the  opinion  is  to  the  effect  that  the  power  to  thus 
issue  the  five  writs  thus  grouped  together,  for  the  one  purpose 
named,  was  by  the  clause  of  the  constitution  quoted  vested  in 
this  court  absolutely  and  unconditionally,  and  is  in  no  way  de- 
pendent upon  the  volition  of  the  attorney-general  or  any  other 
official.    This  is  confinn''']  i>y  what  he  said  in  State,  ex  rel.  Wood, 
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V.  Baker,  38  Wis.  71,  quoted  above,  to  the  effect  that,  while  the 
legislature  might  regulate  the  mode  of  procedure  in  such,  cases, 
they  could  not  defeat  nor  abridge  the  jurisdiction  itself;  that  the 
appearance  in  the  case  by  the  attorney-general,  or  his  consent, 
was  a  mere  matter  of  form  and  not  of  substance,  and  hence  could 
be  supplied  upon  the  hearing  nunc  pro  tunc.  Indeed,  it  would 
be  a  solecism  to  hold,  as  his  court  frequently  has  held  in  several 
of  the  cases  cited,  to  the  effect  that  the  attorney-general  has  no 
right  or  power  to  commence  such  an  action,  much  less  to  prosecute 
it,  without  first  obtaining  leave  from  this  court,  and  then  hold 
that  this  court  has  no  power  to  take  jurisdiction  in  any  such  case 
without  first  obtaining  the  permission  of  the  attorney-general. 
This  court  can  not  play  fast  and  loose  with  the  subject  of  juris- 
diction. It  either  has  it  absolutely  whenever  a  proper  cause  is 
presented,  or  else  it  has  not  got  it  at  all.  If  it  has  jurisdiction 
in  such  a  cause,  it  is  because  it  has  been  conferred  on  the  court 
by  the  people  in  their  sovereign  capacity,  in  the  clause  of  the 
organic  law  quoted.  If  such  jurisdiction  is  thereby  vested  in  the 
court—as  must  be  conceded  by  all— then  it  would  seem  to  be  idle 
to  deny  the  jurisdiction  in  such  action  merely  because  the  at- 
torney-general has  refused  to  co-operate  or  consent.    •     •    • 


THE  STATB  OP  KANSAS  v.  THE  DODGE  CITY,  MONTE- 
ZUMA AND  TRINIDAD  RAILWAY  COMPANY. 

53  Kan.  377,  42  Am.  8t  Rep.  295.    1894. 

AtiTiWn,  J.  This  action  was  instituted  by  the  county  attorney 
of  Gray  county,  in  the  name  of  the  state,  to  restrain  the  defend- 
ant from  tearing  up  and  removing  the  track,  ties  and  iron  from 
that  part  of  the  road-bed  of  the  Dodge  City,  Montezuma  and 
Trinidad  Railroad  in  Gray  county.  A  restraining  order  was 
granted  by  the  district  judge,  to  continue  in  force  until  Decem- 
ber 22, 1893,  which  time  was  fixed  for  hearing  the  application  for 
a  temporary  injunction.  A  hearing  was  had  at  that  time,  and 
the  temporary  injunction  was  denied.  The  plaintiff  brings  the 
case  here  for  review. 
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Wliile  the  title  to  a  completed  railroad  is  vested  in  the  corpora- 
tion^ it  is  only  private  property  in  a  qualified  sense.  Railroads, 
like  all  other  public  thoroughfares,  are  public  instrumentalities. 
The  power  to  construct  and  maintain  railroads  is  granted  to  cor- 
porations for  a  public  purpose.  The  right  to  exercise  the  very 
high  attributes  of  sovereignty,  the  power  of  eminent  domain  and 
of  taxation,  to  further  the  construction  of  railways,  could  not 
be  granted  to  aid  a  purely  private  enterprise.  The  railway  cor- 
poration takes  its  franchises  subject  to  the  burden  of  a  duty  to 
the  public  to  carry  out  the  purposes  of  the  charter.  The  road, 
when  constructed,  becomes  a  public  instrumentality,  and  the  road- 
bed, superstructure  and  other  permanent  property  of  the  cor- 
poration are  devoted  to  the  public  use.  From  this  use  neither 
the  corporation  itself,  nor  any  person,  company  or  corporation 
deriving  its  title  by  purchase,  either  at  voluntary  or  judicial  sale, 
can  divert  it  without  the  assent  of  the  state.  It  matters  not 
whether  the  enterprise  as  an  investment  be  profitable  or  unprofit- 
able, the  property  may  not  be  destroyed  without  the  sanction 
of  that  authority  which  brought  it  into  existence.  Without  legis- 
lative sanction,  railroads  could  not  be  constructed.  When  once 
constructed,  they  may  only  be  destroyed  with  the  sanction  of  the 
state.  The  legislature  unquestionably  has  the  power  to  authorize 
the  abandonment  of  railroads  when  they  c^ase  to  be  of  public 
utility.  It  may  be,  also,  that  in  an  action  prosecuted  by  the 
attorney-general,  on  behalf  of  the  state,  to  forfeit  the  charter  and 
wind  up  the  affairs  of  a  railroad  corporation,  for  any  proper 
cause,  the  court  might  make  all  necessary  orders  for  the  disposi- 
tion of  the  property  of  the  company;  but  in  this  case  the  state 
appeared,  by  the  county  attorney  of  the  county  in  which  the 
road  was  located,  protesting  against  the  removal  of  the  super- 
structure of  the  road.  The  court  erred  in  refusing  the  injunction 
asked. 

The  general  propositions  stated  above  are  abtindantly  s^P" 
ported  by  authority:    E.  &  W.  E.  R.  Co.  v.  Caaey,  26  Pa.  287; 
The  State  v.  S.  C.  &  T.  R.  Co.,  7  Neb.  357;  People  v.  L.  &  "N. 
R.  Co.,  10  N.  B.  Rep.  (111.)  657;  Railroad  Com'rs  v.  P.  &  O-  C. 
R  Co.,  68  Maine  269;  Railway  Co.  v.  Mining  Co.,  68  lU.  ^'f 
Gates  V.  Railroad  Co.,  53  Conn.  333;  Thomas  v.  Bailroad  Co., 
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101  U.  S.  71;  Railroad  Co.  v.  Winana,  17  How.  30;  Pierce  v. 
Emery,  32  N.  H.  484;  People  v.  N.  Y.  C.  &  H.  R.  R.  Co.,  28 
Hun  543. 

These  views  are  also  in  accordance  with  prior  decisions  of  thii^ 
court:  Com'rs  of  Leavenworth  Co.  v.  Miller,  7  Kan.  479 ;  St.  J.  & 
D.  C.  R.  Co.  V.  Ryan,  11  Kan.  603;  The  State,  ex  rd.,  v.  Bridge 
Co.,  22  Kan.  438;  City  of  Potwin  Place  v.  Topeka  R.  Co.,  51 
Kan.  609. 

We  have  decided  this  case  on  what  appears  in  the  record,  with- 
ont  reference  to  facts  developed  on  the  hearing  of  other  cases 
relating  to  the  same  railroad  company,  which  may  deprive  the 
plaintiff  of  any  substantial  benefit  from  the  decision  in  this  case. 
The  order  of  the  district  court,  refusing  the  tbmporaby  injunc- 
tion, is  REVEBSBD. 

All  the  justices  concurring. 


SMYTH  V.  AMES. 

1898.    In  the  Supreme  Court  of  the  United  States.    169  V.  8. 

Bep.  466-550. 

Suit  by  the  stockholders  of  various  railroad  companies,  on  be- 
half of  themselves  and  others  similarly  situated,  against  their 
respective  companies,  and  certain  officers  of  the  State  of  Ne- 
braska, constituting  ex  officio  the  state  board  of  transportation  of 
that  state,  and  the  three  secretaries  of  said  board,  to  enjoin  the 
enforcement  of  certain  rates  of  transportation  fixed  by  an  act  of 
the  Nebraska  legislature  passed  April  12,  1893,  to  go  into  effect 
August  1,  1893,  on  the  ground  that  it  was  repugnant  to  the  con- 
stitution of  the  United  States.  The  board  of  transportation  had 
been  established  by  a  former  act,  with  authority  to  inquire  into 
the  mauagement  of  the  business  of  all  common  carriers,  to  com- 
pel attendance  and  testimony  of  witnesses,  production  of  books, 
papers,  documents,  and  for  the  purpose  could  invoke  the  aid  of 
the  state  courts  to  compel  attendance  subject  to  penalty  as  for 
contempt,  and  evidence  could  not  be  withheld,  though  it  might 
tend  to  criminate  the  witness,  but  should  not 'be  used  against  him. 
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The  Goostitntion  provided  that  ''the  I^islatcire  may  from  time 
to  time  pass  laws  establishing  reasonable  maximnm  rates  of 
charges  for  the  transportation  of  passengers  and  freight  on  the 
railroads  in  this  state." 

The  act  of  1893  provided  that  all  freight  to  be  transported 
from  one  point  in  the  state  to  another  therein  shall  be  classified 
as  in  the  aot  designated  and  set  forth  in  detail,  and  any  other 
classification  was  prohibited  and  made  unlawful.  The  act  also 
fixed  a  schedule  of  rates  for  distances  specified  in  detail  upon  the 
elasses  of  freight  mentioned,  and  said  ''any  higher  or  greater 
rate  for  the  distance  hauled  than  that  herein  fixed  and  established 
is  prohibited  and  declared  to  be  unlawful.''  The  board  of  trans- 
portation was  clothed  with  authority  to  reduce  rates  and  enforce 
the  same,  but  not  to  raise  them  above  those  fixed  in  the  act,  when- 
ever it  should  deem  it  reasonable  and  just  to  do  so,  upon  giving 
certain  public  notice;  articles  not  mentioned  should  be  classed 
with  analogous  articles,  and  charged  like  rates.  If  any  railroad 
company  could  show  that  the  rates  established  would  be  unjust 
and  unreasonable  to  it,  upon  complaint  made  to  the  supreme 
court,  in  which  the  fullest  disclosure  of  all  matters  pertaining 
to  its  property  and  business  in  detail  should  be  made,  the  court 
might  increase  rates  upon  that  road  to  a  sum  not  greater  than 
those  rates  charged  by  such  company  January  1, 1893.  All  vio- 
lations of  the  act  by  any  carrier,  either  by  commission  or  omis- 
sion, made  the  same  liable  to  any  one  damaged,  including  costs 
and  attorney's  fees,  and  to  fines  of  from  $1,000  to  $25,000— in 
each  case  the  parties  to  have  right  of  trial  by  jury.  The  decis- 
ion of  the  court  below— the  circuit  court  of  the  United  States 
for  the  district  of  Nebraska— Mr.  Justice  Brewer  presiding,  was 
for  the  complainants,  and  the  defendants  were  permanently  en- 
joined from  carrying  out  the  provisions  of  the  act,  on  the  ground 
that  it  violated  the  constitution  of  the  United  States.  The  board 
of  transportation  brought  this  appeal.    64  Fed.  Bep.  165. 

W.  J.  Bryan  and  John  L.  Webster  for  appellants ;  J.  M.  Wood- 
worth  and  James  C.  Carter  for  appellees. 

Mr.  Justice  Hablan  (after  disposing  of  some  preliminary 
questions).    *    *    *    We  are  now  to  inquire  whether  the  Ne- 
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braska  statute  is  repugnant  to  the  constitution  of  the  United 
States. 

By  the  fourteenth  amendment  it  is  provided  that  no  state  shall 
deprive  any  person  of  property  without  due  process  of  law,  nor 
deny  to  any  person  within  its  jurisdiction  the  equal  protection  of 
the  laws.  That  corporations  are  persons  within  the  meaning  of 
this  amendment  is  now  settled.  Santa  Clara  County  v.  Southern 
Pacific  Railroad,  118  U.  S.  394,  396;  Charlotte,  Columbia  and 
Augusta  Railroad  v.  Gibbes,  142  U.  S.  386,  391;  Gulf,  Colorado 
and  Santa  Pe  Railway  v.  BUis,  165  U.  S.  150,  154.  What 
amounts  to  deprivation  of  property  without  due  process  of  law 
or  what  is  a  denial  of  the  equal  protection  of  the  laws  is  often 
difiScult  to  determine,  especially  where  the  question  relates  to  the 
property  of  a  gwflsi-public  corporation  and  the  extent  to  which 
it  may  be  subjected  to  public  controL  But  this  court,  speaking 
by  Chief  Justice  Waite,  has  said  that,  while  a  state  has  power 
to  fix  the  charges  by  railroad  companies  for  the  transportation 
of  persons  and  property  within  its  own  jurisdiction,  unless  re- 
strained by  valid  contract,  or  unless  what  is  done  amounts  to  a 
regulation  of  foreign  or  interstate  commerce,  such  power  is  not 
without  limit;  and  that,  ''under  pretense  of  regulating  fares  and 
freights,  the  state  can  not  require  a  railroad  corporation  to  carry 
persons  or  property  without  reward,  neither  can  it  do  that  which 
in  law  amounts  to  the  taking  of  private  property  for  public  use 
without  just  compensation,  or  without  due  process  of  law."  Rail- 
road Commission  Cases,  116  U.  S.  307,  325,  331.  This  principle 
was  recognized  in  Dow  v.  Beidelman,  125  U.  S.  680,  689,  and  has 
been  reaffirmed  in  other  cases. 

In  Georgia  Railroad  and  Banking  Company  v.  Smith,  128 
U.  S.  174, 179,  it  was  said  that  the  power  of  the  state  to  prescribe 
the  charges  of  a  railroad  company  for  the  carriage  of  persons 
and  merchandise  within  its  limits—in  the  absence  of  any  provis- 
ion in  the  charter  of  the  company  constituting  a  contract  vesting 
it  with  authority  over  those  matters— was  ''subject  to  the  limita- 
tion that  the  carriage  is  not  required  without  reward,  or  upon 
conditions  amounting  to  the  taking  of  property  for  public  use 
without  just  compensation,  and  that  what  is  done  does  not  amount 
to  a  regulation  of  foreign  or  interstate  commerce." 
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•    •    •    (Review  of  cases  omitted.) 

In  view  of  the  adjudications  these  principles  mnst  be  regarded 
as  settled: 

1.  A  railroad  corporation  is  a  person  ivithin  the  meaning  of 
the  fourteenth  amendment^  declaring  that  no  state  shall  deprive 
any  person  of  property  without  due  process  of  law,  nor  deny  to 
any  person  within  its  jurisdiction  the  equal  protection  of  the 
laws. 

2.  A  state  enactment,  or  regulations  made  under  the  authority 
of  a  state  enactment,  establishing  rates  for  the  transportation  of 
persons  or  property  by  railroad  that  mil  not  admit  of  the  car- 
rier earning  such  compensation  as  under  aU  the  circumstances  is 
just  to  it  and  to  the  public,  would  deprive  such  carrier  of  its 
property  without  due  process  of  law  and  deny  to  it  the  equal 
protection  of  the  laws,  and  would,  therefore,  be  repugnant  to  the 
fourteenth  amendment  of  the  constitution  of  the  United  States. 

3.  WhUe  rates  for  the  transportation  of  persons  and  property 
within  the  limits  of  a  state  are  primarily  for  its  determination, 
the  question  whether  they  are  so  unreasonably  low  a£i  to  deprive 
the  carrier  of  its  property  without  such  compensation  as  ihe  con- 
stitution secures,  and,  therefore,  without  due  process  of  law,  can 
not  be  so  conclusively  determined  by  the  legislature  of  the  state 
or  by  regulations  adopted  under  its  authority,  that  the  matter 
may  not  become  the  subject  of  judicial  inquiry. 

The  cases  before  us  directly  present  the  important  question 
last  stated. 

Before  entering  upon  its  examination,  it  may  be  observed  that 
the  grant  to  the  legislature  in  the  constitution  of  Nebraska  of  the 
power  to  establish  maximum  rates  for  the  transportation  of  pas- 
sengers and  freight  on  railroads  in  that  state  has  reference  to 
''reasonable''  maximum  rates.  These  words  strongly  imply  that 
it  was  not  intended  to  give  a  power  to  fix  maximum  rates  without 
regard  to  their  reasonableness.  Be  this  as  it  may,  it  can  not  be 
admitted  that  the  power  granted  may  be  exerted  in  derogation  of 
rights  secured  by  the  constitution  of  the  United  States,  or  that 
the  judiciary  may  not^  when  its  jurisdiction  is  properly  invoked, 
protect  those  rights. 

What  are  the  considerations  to  which  weight  must  be  given 


Digitized  by 


Google 


282        THB  CORPORATION  AND  THE  STATU 

when  we  seek  to  aacertain  the  compensation  that  a  railroad  ccnn- 
pany  is  entitled  to  receive,  and  a  prohibition  upon  the  receiving 
of  which  may  be  fairly  deemed  a  deprivation  by  legislative  de- 
cree of  property  without  due  process  of  law  t  Undoubtedly  that 
question  could  be  more  easily  determined  by  a  commission  com- 
posed of  persons  whose  special  skill,  observation  and  experience 
qualifies  them  to  so  handle  great  problems  of  transportation  as 
to  do  justice  both  to  the  public  and  to  those  whose  money  has  been 
used  to  construct  and  maintain  highways  for  the  convenience  and 
benefit  of  the  people.  But  despite  the  difficulties  that  confessedly 
attend  the  proper  solution  of  such  questions^  the  court  can  not 
shrink  from  the  duty  to  determine  whether  it  be  true,  as  alleged, 
that  the  Nebraska  statute  invades  or  destroys  rights  secured  by 
the  sapreme  law  of  the  land.  No  <me,  we  take  it,  will  contend 
that  a  state  enactment  is  in  harmony  with  that  law  simply  be- 
cause the  legislature  ?'£  ulo  r  tate  lias  declared  such  to  be  the  case, 
for  that  would  make  :^he  rlate  legislature  the  final  judge  of  the 
validity  of  its  enactment,  although  the  constitution  of  the  United 
States  and  the  laws  made  in  pursuance  thereof  are  the  supreme 
law  of  the  land,  anything  in  the  constitution  or  laws  of  any  state 
to  the  contrary  notwitb£:ta:iding.  Article  YI.  The  idea  that  any 
legislature,  state  or  federal,  can  conclusively  determine  for  the 
people  and  for  the  courts  that  what  it  enacts  in  the  form  of  law, 
or  what  it  authorizes  its  agents  to  do,  is  consistent  with  the 
fundamental  law,  is  in  opposition  to  the  theory  of  our  institu- 
tions. The  duty  rests  upon  all  courts,  federal  and  state,  when 
their  jurisdiction  is  properly  invoked,  to  see  to  it  that  no  right  se- 
cured by  the  supreme  law  of  the  land  is  impaired  or  destroyed 
by  legislation.  This  function  and  duty  of  the  judiciary  dis- 
tinguishes the  American  system  from  all  other  systems  of  gov- 
ernment. The  perpetuity  of  our  institutions  and  the  liberty 
which  is  enjoyed  under  them  depend,  in  no  small  degree,  ui>on 
the  power  given  the  judiciary  to  declare  null  and  void  all  legis- 
lation that  is  clearly  repugnant  to  the  supreme  law  of  the  land. 

We  turn  now  to  the  evidence  in  the  voluminous  record  before 
us  for  the  purpose  of  ascertaining  whether— looking  at  the  cas^ 
in  the  light  of  the  facts  as  they  existed  when  the  decrees  were 
rendered— the  Nebraska  statute,  if  enforced,  would,  by  its  neces^ 
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sary  operation,  have  deprived  the  companies,  whose  stockholders 
and  bondholders  here  complain^  of  the  right  to  obtain  just  com- 
pensation for  the  services  rendered  by  them. 

The  first  and  most  important  contention  of  the  plaintiffs  is 
that,  if  the  statute  had  been  in  force  during  any  one  of  the  three 
years  preceding  its  passage,  the  defendant  companies  would  have 
been  compelled  to  use  their  property  for  the  public  substantially 
without  reward  or  without  the  just  compensation  to  which  it 
was  entitled.  We  think  this  mode  of  calculation  for  ascertaining 
the  probable  effect  of  the  Nebraska  statute  upon  the  railroad 
companies  in  question  is  one  that  may  be  properly  used. 

The  conclusion  reached  by  the  circuit  court  was  that  the  re- 
duction made  by  the  Nebraska  statute  in  the  rates  for  local  freight 
was  so  unjust  and  unreasonable  as  to  require  a  decree  staying  the 
enforcement  of  such  rates  against  the  companies  named  in  the 
bill.  Ames  v.  Union  Pacific  Railway,  64  Fed.  Rep.  165,  189. 
That  conclusion  was  based  largely  upon  the  figures  presented  by 
Mr.  Dilworth,  while  he  was  a  secretary  of  the  state  board  of 
transportation,  as  well  as  a  defendant  and  one  of  the  solicitors 
of  the  defendants  in  these  causes.  He  was  a  principal  witness 
for  that  board.  His  general  fairness  and  his  competency  to 
speak  of  the  facts  upon  which  the  question  before  us  depends  are 
apparent  on  the  record.  He  stated  that  the  average  reduction 
made  by  the  statute  on  all  the  '^  commodities  of  local  rates"  was 
29.50  per  cent.,  and  this  estimate  seems  to  have  been  accepted  by 
the  parties  as  correct.  He  estimated  that  the  percentage  of  oper- 
ating expenses  on  local  business  would  exceed  the  percentage  of 
operating  expenses  on  all  business  by  at  least  10  per  cent.,  anil 
that  it  might  go  aa  high  20  per  cent,  or  higher.  And  this  view 
is  more  than  sustained  by  the  evidence  of  witnesses  possessing 
special  knowledge  of  railroad  transportation  and  of  the  cost  of 
doing  local  business  as  compared  with  what  is  called  through 
business.  Indeed,  one  of  those  witnesses  states  that  the  cost  of 
carrying  local  freight  is  four  times  as  much  as  the  cost  of  through 
freight  per  ton  per  mile ;  another,  that  the  cost  of  the  short  haul 
is  '* reasonably  double  the  long  haul."  If  due  regard  be  had  to 
the  testimony— and  we  have  no  other  basis  for  our  judgment— 
we  are  not  permitted  to  place  the  extra  cost  of  local  business  at 
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lesi  than  10  per  cent  greater  than  the  percentage  of  the  cost  of 
aUbuamess. 

In  answer  to  questiona  propounded  to  him  by  the  defendants 
constituting  the  state  board  of  transportation,  Mr.  Dilworth 
stated  that  he  had  prepared  himself  with  an  estimate  showing 
the  number  of  tons  of  freight,  commonly  spoken  of  as  local 
freight,  hauled  on  the  respective  railways  in  Nebraska,  and  the 
amount  received  by  the  railway  companies  by  way  of  tariff  on 
tons  of  freight  hauled,  including  through  as  well  as  local  freight, 
and  was  qualified  to  speak  as  to  the  amount  received  by  the  com- 
panies for  both  passenger  and  freight  within  the  state,  and  the 
reduction  that  wotdd  take  place  in  rates  under  the  statute  in  ques- 
tion. He  presented  various  tables  showing  the  results  of  his  in- 
vestigations.   •    •    *     (Table  of  earnings  omitted.) 

It  is  further  said,  in  behalf  of  the  appellants,  that  the  rea- 
sonableness of  the  rates  established  by  the  Nebraska  statute  is 
not  to  be  determined  by  the  inquiry  whether  such  rates  would 
leave  a  reasonable  net  profit  from  the  local  business  affected 
thereby,  but  that  the  court  should  take  into  consideration,  among 
other  things,  the  whole  business  of  the  company,  that  is,  all  its 
business,  passenger  and  freight,  interstate  and  domestic.  If 
it  be  found  upon  investigation  that  the  profits  derived  by  a  rail- 
road company  from  its  interstate  business  alone  are  sufficient  to 
cover  operating  expenses  on  its  entire  line,  and  also  to  meet  in- 
terest and  justify  a  liberal  dividend  upon  its  stock,  may  the 
legislature  prescribe  rates  for  domestic  business  that  would  bring 
no  reward  and  be  less  than  the  services  rendered  are  reasonably 
worth  f  Or,  must  the  rates  for  such  transportation  as  b^ins  and 
ends  in  the  state  be  established  with  reference  solely  to  the 
amount  of  business  done  by  the  carrier  wholly  within  such  state, 
to  the  cost  of  doing  such  local  business,  and  to  tiie  fair  value  of 
the  property  used  in  conducting  it,  without  taking  into  consider- 
ation the  amount  and  cost  of  its  interstate  business  and  the  value 
of  the  property  employed  in  itf  If  we  do  not  misapprehend 
counsel,  their  argument  leads  to  the  conclusion  that  the  state  of 
Nebraska  could  legally  require  local  freight  business  to  be  con- 
ducted even  at  an  actual  loss  if  the  company  earned  on  its  inter- 
state business  enough  to  give  it  just  compensation  in  respect  of  its 
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entire  line  and  all  its  btusinessy  interstate  and  domestic.  We  can 
not  concur  in  this  view.  In  our  judgment  it  must  be  held  that 
the  reasonableness  or  unreasonableness  of  rates  prescribed  by  a 
state  for  the  transportation  of  persons  and  property  wholly 
within  its  limits  must  be  determined  without  reference  to  the 
interstate  business  done  by  the  carrier,  or  to  the  profits  derived 
from  it.  The  state  can  not  justify  unreasonably  low  rates  for 
domestic  transportation,  considered  alone,  upon  the  ground  that 
the  carrier  is  earning  large  profits  on  its  interstate  business,  over 
which,  so  far  as  rates  are  concerned,  the  state  has  no  control. 
Nor  can  the  carrier  justify  unreasonably  high  rates  on  domestic 
business  upon  the  ground  that  it  will  be  able  only  in  that  way 
to  meet  losses  on  its  interstate  business.  So  far  as  rates  of  trans- 
portation are  concerned,  domestic  business  should  not  be  made 
to  bear  the  losses  on  interstate  business,  nor  the  latter  the  losses 
on  domestic  business.  It  is  only  rates  for  the  transportation  of 
persons  and  property  between  points  within  the  state  that  the 
state  can  prescribe;  and  when  it  undertakes  to  prescribe  rates 
not  to  be  exceeded  by  the  carrier,  it  must  do  so  with  reference 
exclusively  to  what  is  just  and  reasonable,  as  between  the  carrier 
and  the  public,  in  respect  of  domestic  business.  The  argument 
that  a  railroad  line  is  an  entirety ;  that  its  income  goes  into,  and 
its  expenses  are  provided  for  out  of,  a  common  fund ;  and  that  its 
capitalization  is  on  its  entire  line,  within  and  without  the  state, 
can  have  no  application  where  the  state  is  without  authority  over 
rates  on  the  entire  line,  and  can  only  deal  with  local  rates  and 
make  such  regulations  as  are  necessary  to  give  just  compensation 
on  local  business.    •    •'   • 

In  our  opinion,  the  broad  proposition  advanced  by  counsel  in- 
volves some  misconception  of  the  relations  between  the  public  and 
a  railroad  corporation.  It  is  unsound,  in  that  it  practically  ex- 
cludes from  consideration  the  fair  value  of  the  property  used, 
omits  altogether  any  consideration  of  the  right  of  the  public  to 
be  exempt  from  unreasonable  exactions,  and  makes  the  interests 
of  the  corporation  maintaining  a  public  highway  the  sole  test  in 
determining  whether  the  rates  established  by  or  for  it  are  such 
as  may  be  rightfully  prescribed  as  between  it  and  the  public. 
A  railroad  is  a  pulUc  highway,  and  none  the  less  so  because  con- 
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structed  and  maintained  through  the  agency  of  a  corporation 
deriving  its  existence  and  powers  from  the  state.  Such  a  cor- 
poration was  created  for  public  purposes.  It  performs  a  func- 
tion of  the  state.  Its  authority  to  exercise  the  right  of  eminent 
domain  and  to  charge  toUs  was  given  primarily  for  the  henefU  of, 
the  public.  It  is  under  governmental  control,  though  such  con- 
trol must  be  exercised  with  due  regard  to  the  constitutional  guar- 
antees for  the  protection  of  its  property.  Olcott  v.  The  Super- 
visor, 16  Wall.  678,  694;  Sinking  Fund  Cases,  99  U.  S.  700,  719; 
Cherokee  Nation  v.  Southern  Kansas  Railway,  135  U.  S.  641, 
657.  It  can  not,  therefore,  be  admitted  that  a  railroad  corpora- 
tion mcnntaining  a  highway  under  the  authority  of  the  state  may 
fix  its  rates  rvith  a  view  soldy  to  its  ovm  interests,  and  ignore  the 
rights  of  the  public.  But  the  rights  of  the  public  would  be 
ignored  if  rates  for  the  transportation  of  persons  or  property  on 
a  railroad  are  exacted  without  reference  to  the  fair  value  of  the 
property  used  for  the  public  or  the  fair  value  of  the  services  ren- 
dered, but  in  order  simply  that  the  corporation  may  meet  operat- 
ing expenses,  pay  the  interest  on  its  obligations,  and  declare  a 
dividend  to  stockholders. 

A  corporation  maintaining  a  public  highway,  although  it  owns 
the  property  it  employs  for  accomplishing  public  objects,  must 
be  held  to  have  accepted  its  rights,  privileges  and  franchises  sub- 
ject to  the  condition  that  the  goverment  creating  it,  or  the  gov- 
ernment within  whose  limits  it  conducts  its  business,  may  by 
legislation  protect  the  people  against  unreasonable  chaises  for 
the  services  rendered  by  it.  It  can  not  be  assumed  that  any  rail- 
road corporation,  accepting  franchises,  rights  and  privileges  at 
the  hands  of  the  public,  ever  supposed  that  it  acquired,  or  that  it 
was  intended  to  grant  to  it,  the  power  to  construct  and  maintain 
a  public  highway  simply  for  its  benefit,  without  regard  to  the 
rights  of  the  public.  But  it  is  equally  true  that  the  corporation 
performing  such  public  services  and  the  people  financially  inter- 
ested in  its  business  and  affairs  have  rights  that  may  not  be  in- 
vaded by  legislative  enactment  in  disregard  of  the  fundamental 
guarantees  for  the  protection  of  property.  The  corporation  may 
not  be  required  to  use  its  property  for  the  benefit  of  the  public 
without  receiving  just  compensation  for  the  services  rendered 
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by  it.  How  saeh  compeiiBation  may  be  ascertained,  and  what  are 
the  necessary  elements  in  such  an  inquiry,  will  always  be  an  em- 
barrassing question.    •    •    • 

We  hold,  however,  that  the  basis  of  all  calculations  as  to  the 
reasonableness  of  rates  to  be  charged  by  a  corporation  maintain- 
ing a  highway  under  legislative  sanction  must  be  the  fair  value  of 
the  property  being  used  by  it  for  the  convenience  of  the  public. 
And  in  order  to  ascertain  that  value,  the  original  cost  of  con- 
struction, the  amoimt  expended  in  permanent  improvements,  the 
amoimt  and  market  value  of  its  bonds  and  stock,  the  present  as 
compared  with  the  original  cost  of  construction,  the  probable 
earning  capacity  of  the  property  under  particular  rates  pre- 
scribed by  statute,  and  the  sum  required  to  meet  operating  ex- 
penses, are  all  matters  for  consideration,  and  are  to  be  given  such 
weight  as  may  be  just  and  right  in  each  case.  We  do  not  say  that 
there  may  not  be  other  matters  to  be  regarded  in  estimating  the 
value  of  the  property.  What  the  company  is  entitled  to  ask  is 
a  fair  return  upon  the  value  of  that  which  it  employs  for  the 
public  convenience.  On  the  other  hand,  what  the  public  is  en- 
titled to  demand  is  that  no  more  be  exacted  from  it  for  the  use 
of  a  public  highway  than  the  services  rendered  by  it  are  reason- 
ably worth.  But  even  upon  this  basis,  and  determining  the 
probable  effect  of  the  act  of  1893  by  ascertaining  what  could 
have  been  its  effect  if  it  had  been  in  operation  during  the  three 
years  immediately  preceding  its  passage,  we  perceive  no  ground 
on  the  record  for  reversing  the  decree  of  the  circuit  court.  On  the 
contrary,  we  are  of  opinion  that  as  to  most  of  the  companies  in 
question  there  would  have  been,  under  such  rates  as  were  estab- 
lished by  the  act  of  1893,  an  actual  loss  in  each  of  the  years  ending 
June  30, 1891, 1892  and  1893 ;  and  that,  in  the  exceptional  cases 
above  stated,  when  two  of  the  companies  would  have  earned  some- 
thing above  operating  expenses,  in  particular  years,  the  re- 
ceipts or  gains,  above  operating  expenses,  would  have  been  too 
small  to  affect  the  general  conclusion  that  the  act,  if  enforced, 
would  have  deprived  each  of  the  railroad  companies  involved  in 
these  suits  of  the  just  compensation  secured  to  them  by  the  con- 
stitution.   Under  the  evidence  there  is  no  ground  for  saying  that 
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the  operatmg  ezpeiifles  of  any  of  the  companies  were  greater 
than  neeeflsary.    •    •    • 
Affduoed. 


Bight  to  Exclude  Foreign  Corporations,* 

DOTLE  V.  CONTINENTAL  INSUBANCE  COMPANY. 

94  J7.  8.  535.    1876. 

Mr.  Justice  Hunt  :  The  complainant  alleges  that  a  license  had 
been  granted  to  the  Continental  Insurance  Company,  upon  its 
executing  an  agreement  that  it  wotdd  not  remove  any  suit  against 
it  from  the  tribunal  of  the  state  to  the  federal  courts ;  that  in  the 
case  of  Drake  it  did,  on  the  tenth  day  of  March,  1875,  transfer 
his  suit  from  the  Wmnebago  circuit  of  the  state  to  the  circuit 
court  of  the  United  States;  that  Drake  thereupon  demanded  that 
th^  defendant,  who  is  secretary  of  state  of  Wisconsin,  should  re- 
voke and  annul  its  license,  in  accordance  with  the  provisions  of 
the  act  of  1872 ;  that  it  is  insisted  that  he  has  power  to  do  so  sum- 
marily, without  notice  or  trial;  that  the  complainant  is  fearful 
that  he  will  do  so,  and  that  it  will  be  done  simply  and  only  for  the 
reason  that  the  complainant  transferred  to  the  federal  court  the 
case  of  Drake,  as  above  set  forth.    •    •    • 

A  license  to  a  foreign  corporation  to  enter  a  state  does  not  in- 
volve a  permanent  right  to  remain.  Subject  to  the  laws  and  con- 
stitution of  the  United  States,  full  power  and  control  over  its  ter- 
ritories, its  citizens,  and  its  business,  belong  to  the  state. 

If  the  state  has  the  power  to  do  an  act,  its  intaation  or  the 
reason  by  which  it  is  influenced  in  doing  it  can  not  be  inqnired 
into.  Thus,  the  pleading  before  us  alleges  that  the  permission  of 
the  Continental  Insurance  Company,  to  transact  its  business  in 
Wisconsin,  is  about  to  be  revoked,  for  the  reason  that  it  removed 
the  case  of  Drake  from  the  state  to  the  federal  eourts. 

If  the  act  of  an  individual  is  within  the  terms  of  the  law,  what- 
ever may  be  the  reason  which  governs  him,  or  whatever  may  be 
the  result,  it  can  not  be  impeadi^    The  acts  of  a  state  are  sub- 

*See  Sec  1317,  Vol.  9,  Cyclopedia  «C  Law. 
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ject  to  still  leas  inquiry,  either  as  to  the  act  itself  or  as  to  the 
reason  for  it.  The  state  of  Wisconsin,  except  so  far  aa  its  connec- 
tion with  the  constitution  and  laws  of  the  United  States  altera  its 
position,  is  a  sovereign  state,  possessing  all  the  powers  of  the 
most  absolute  government  in  the  world. 

The  argument  that  the  revocation  in  question  is  made  for  an 
unconstitutional  reason  can  not  be  sustained.  The  suggestion 
confounds  an  act  with  an  emotion  or  a  mental  proceeding,  which 
is  not  the  subject  of  inquiry  in  determining  the  validity  of  a 
statute.  An  unconstitutional  reason  or  intention  is  an  imprac- 
ticable suggestion,  which  can  not  be  applied  to  the  affairs  of  life. 
If  the  act  done  by  the  state  is  legal,  is  not  in  violation  of  the  con- 
stitution or  laws  of  the  United  States,  it  is  quite  out  of  the  power 
of  any  court  to  inquire  what  was  the  intention  of  those  who  en- 
acted the  law.    •    •    • 

The  statute  of  Wisconsin  declares  that  if  a  foreign  insurance 
company  shall  remove  any  case  from  its  state  court  into  the  fed- 
eral courts,  contrary  to  the  provisions  of  the  act  of  1870,  it  shall 
be  the  duty  of  the  secretary  of  state  immediately  to  cancel  its 
license  to  do  business  within  the  state.  If  the  state  has  the  power 
to  cancel  the  license,  it  has  the  power  to  judge  of  the  cases  in 
which  the  cancellation  shall  be  made.  It  has  the  power  to  deter- 
mine for  what  causes  and  in  what  manner  the  revocation  shall 
be  made. 

It  is  said  that  we  thus  indirectly  sanction  what  we  condemn 
when  presented  directly ;  to  wit,  that  we  enable  the  state  of  Wis- 
consin to  enforce  an  agreement  to  abstain  from  the  federal 
courts.  This  is  an  ''inexact  statement."  The  effect  of  our  deci- 
sion in  this  respect  is  that  the  state  may  compel  the  foreign  com- 
pany to  abstain  from  the  federal  courts,  or  to  cease  to  do  busi- 
ness in  the  state.  It  gives  the  company  the  option.  This  is  justi- 
fiable, because  the  complainant  has  no  constitutional  right  to  do 
business  in  that  state;  that  state  has  authority  at  any  time  to 
declare  that  it  shall  not  transact  business  there.  This  is  the 
whole  point  of  the  case,  and,  without  reference  to  the  injustice, 
the  prejudice,  or  the  wrong  that  is  alleged  to  exist,  must  deter- 
mine the  question.  No  right  of  the  complainant  under  the  laws 
or  constitution  of  the  United  States,  by  its  exclusion  from  the 
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state,  is  infringed,  and  this  is  what  the  state  now  aeeompIisheB. 
There  is  nothing,  therefore,  that  will  justify  the  interference  of 
thisconrt. 
Bbvebsbd. 


Powers  of  Interstate  ConwMrce  Commiesian* 

INTBKSTATB  OOMMBECE  COMMISSION  v.  CINCINNATI, 

N.  O.  ft  T.  P.  CO. 

167  U.  8.  47P.    1897. 

Mr.  Justice  Bbeweb.  We  have,  therefore,  these  considera- 
tions presented:  First,  the  power  to  prescribe  a  tariff  of  rates 
for  carriage  by  common  carrier  is  a  legislatiye  and  not  an  admin- 
istrative or  jndicial  function,  and,  having  respect  to  the  large 
amount  of  property  invested  in  railroads,  the  various  companies 
engaged  therein,  the  thousands  of  miles  of  road,  and  the  millions 
of  tons  of  freight  carried,  the  varying  and  diverse  conditions  at- 
taching to  such  carriage  is  a  power  of  supreme  delicacy  and 
importance.  Second,  that  congress  has  transferred  such  a  power 
to  any  administrative  body  is  not  to  be  presumed  or  implied  from 
any  doubtful  and  uncertain  language.  The  words  and  phrases 
efficacious  to  make  such  a  delegation  of  power  are  well  under- 
stood and  have  been  frequently  used,  and  if  congress  had  in- 
tended to  grant  such  a  power  to  the  interstate  commerce  com- 
mission it  can  not  be  doubted  that  it  would  have  used  language 
open  to  no  misconstruction,  but  clear  and  direct.  Third,  incor- 
poratiug  into  a  statute  the  common  law  obligation  resting  upon 
the  carrier  to  make  all  its  charges  reasonable  and  just,  and 
directing  the  commission  to  execute  and  enforce  the  provisions 
of  the  act,  does  not  by  implicaticm  carry  to  the  commission  or 
invest  it  with  the  power  to  exercise  the  legislative  function  of 
prescribing  rates  which  shall  control  in  the  future.  Fourth,  be- 
yond the  inference  which  irresistibly  follows  from  the  omission 
to  grant  in  express  terms  to  the  commission  this  power  of  fixing 
rates,  is  the  clear  language  of  section  6,  recognizing  the  right  of 


♦See  Sec.  1320,  Vol.  9,  Cyclopedia  of  Law. 
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fhe  carrier  to  establish  rates,  to  increase  or  reduce  fhem,  and 
prescribing  the  conditions  upon  which  such  increase  or  redaction 
may  be  made,  and  requiring,  as  the  only  conditions  of  its  action, 
first,  publication,  and  second,  the  filing  of  the  tariff  with  the 
commission.  The  grant  to  the  commission  of  the  power  to  pre- 
scribe the  form  of  the  schedules,  and  to  direct  the  place  and 
manner  of  publication  of  joint  rates,  thus  specifying  the  scope 
and  limit  of  its  functions  in  this  respect,  strengthens  the  conclu- 
sion that  the  power  to  prescribe  rates  or  fix  any  tariff  for  the 
future  is  not  among  the  powers  granted  to  the  commission. 

These  considerations  convince  us  that  under  the  interstate 
commerce  act  the  commdssion  has  no  power  to  prescribe  the  tariff 
of  rates  which  shall  control  in  the  future,  and,  therefore,  can 
not  invoke  a  judgment  in  mandamus  from  the  courts  to  enforce 
any  such  tariff  by  it  prescribed. 

But  has  the  commission  no  functions  to  perform  in  respect  to 
the  matter  of  rates;  no  power  to  make  any  inquiry  in  respect 
thereto  f  Unquestionably  it  has,  and  most  important  duties  in 
respect  to  this  matter.  It  is  charged  with  the  general  duty  of 
inquiring  as  to  the  management  of  the  business  of  railroad  com- 
panies, and  to  keep  itself  informed  as  to  the  manner  in  which 
the  same  is  conducted,  and  has  the  right  to  compel  complete  and 
full  information  as  to  the  manner  in  which  such  carriers  are 
transacting  their  business.  And  with  this  knowledge  it  is  charged 
with  the  duty  of  seeing  that  there  is  no  violation  of  the  long-  and 
short-haul  clause;  that  there  is  no  discrimination  between  in- 
dividual shippers,  and  that  nothing  is  done  by  rebate  or  any 
other  device  to  give  preference  to  one  as  against  another;  that 
no  undue  preferences  are  given  to  one  place  or  places  or  individ- 
ual or  class  of  individuals,  but  that  in  all  things  that  equality  of 
right,  which  is  the  great  purpose  of  the  interstate  commerce  act, 
shall  be  secured  to  all  shippers.  It  must  also  see  that  that  pub- 
licity, which  is  required  by  section  6,  is  observed  by  the  railroad 
companies.  Holding  the  railroad  companies  to  strict  compliance 
with  all  these  statutory  provisions  and  enforcing  obedience  to  aU 
these  provisions  tends,  as  observed  by  Commissioner  Cooley  in 
In  re  Chicago,  St.  Paul  &  Kansas  City  Railway,  2  Int.  Com. 
Com.  Bep.  231,  261,  to  both  reasonableness  and  equality  of  rate, 
as  contemplated  by  the  interstate  commerce  act 
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CHAPTER  VI. 

SPECIAL  RELATIONS  OF  CORPORATIONS.* 

Ths  Corporation  and  its  Promoters-— LidbUUy  of  Corporation 
for  Ads  of  its  Promoters.^* 

McABTHUB  v.  TIMES  PRINTINa'  COMPANY. 

48  Minn.  319,  31  Am.  8t  Sep.  653.    1892. 

Mitchell,  J.  The  complaint  alleges  that  about  October  1, 
1889,  the  defendant  contracted  with  plaintiff  for  hia  services  as 
advertising  solicitor  for  one  year;  that  in  April,  1890,  it  dis- 
charged him  in  violation  of  the  contract  The  action  is  to  re- 
cover damages  for  the  breach  of  the  contract.  The  anawer  sets 
np  two  defenses:  (1)  That  plaintiff's  employment  was  not  for 
any  stated  time,  but  only  from  week  to  week;  (2)  that  he  was 
discharged  for  good  cause.  Upon  the  trial  there  was  evidence 
reasonably  tending  to  prove  that  in  September,  1889,  one  C.  A. 
Nimocks  and  others  were  engaged  as  promoters  in  procuring  the 
organization  of  the  defendant  company  to  publish  a  newspaper; 
that,  about  September  12,  Nimocks,  as  such  promoter,  made  a 
contract  with  plaintiff,  in  behalf  of  the  contemplated  company, 
for  his  services  as  advertisiag  solicitor  for  the  period  of  one  year 
from  and  after  October  1,— the  date  at  which  it  was  expected 
that  the  company  would  be  organized;  that  the  corporation  wag 
not,  in  fact,  organized  until  October  16,  but  that  the  publication 
of  the  paper  was  commenced  by  the  promoters  October  1,  at 
which  date  plaintiff,  in  pursuance  of  his  arrangement  with 
Nimocks,  entered  upon  the  discharge  of  his  duties  as  advertising 
solicitor  for  the  paper;  that  after  the  organization  of  the  com- 
pany he  continued  in  its  employment  in  the  same  capacity  until 


*See  Sees.  1822-ld63»  Vol.  9,  Gydopedla  of  Law. 
*«8e6  Sec  1824,  Vol.  9,  Qydopedla  of  Law. 
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discharged,  the  following  April;  that  defendant's  board  of 
direetors  never  took  any  formal  action  with  reference  to  the  con- 
tract made  in  its  behalf  by  Nimocto,  but  all  of  the  stoddLolders, 
directors,  and  officers  of  the  corporation  knew  of  this  contract 
at  the  time  of  its  organization,  or  were  informed  of  it  soon  after- 
wards, and  none  of  them  objected  to  or  repudiated  it,  but,  on  the 
contrary,  retained  plaintiff  in  the  employment  of  the  company 
without  any  other  or  new  contract  as  to  his  services. 

There  is  a  line  of  cases  which  hold  that  where  a  contract  is 
made  in  behalf  of,  and  for  the  benefit  of,  a  projected  corpora- 
tion, the  corporation,  after  its  organization,  can  not  become  a 
party  to  the  contract,  either  by  adoption  or  ratification  of  it. 
Abbott  V.  Hapgood,  150  Mass.  248,  22  N.  E.  Bep.  907;  Beach 
Corp.,  section  198.  This,  however,  seems  to  be  more  a  question 
of  name  than  of  substance ;  that  is,  whether  the  liability  of  the 
corporation,  in  such  cases,  is  to  be  placed  on  the  grounds  of  its 
adoption  of  the  contract  of  its  promoters,  or  upon  some  other 
ground,  such  as  equitable  estoppel.  This  court,  in  accordance 
with  what  we  deem  sound  reason,  as  well  as  the  weight  of  au* 
thofity,  has  held  that,  while  a  corporation  is  not  bound  by  en- 
gagements  made  on  its  behalf  by  its  promoters,  before  its  organ* 
ization,  it  may,  after  its  organization,  make  such  engagements 
its  own  contracts.  And  this  it  m>ay  do  precisely  as  it  might  make 
simUar  original  contracts;  formal  action  of  its  board  of  directors 
being  necessary  only  where  it  would  be  necessary  in  the  case  of 
a  similar  original  contract.  That  it  is  not  requisite  that  such 
adoption  or  acceptance  be  expressed,  but  it  may  be  inferred  from 
acts  or  acquiescence  on  the  part  of  the  corporation,  or  its  au- 
thorized  agents,  as  any  sim/Har  original  contract  might  be  shown. 
BatteUe  v.  Northwestern  Cement  and  Concrete  Pavement  Co., 
37  Minn.  89,  33  N.  W.  Eep.  827.  See,  also,  Mor.  Corp.,  section 
548.  The  right  of  the  corporate  agents  to  adopt  an  agreement 
originally  made  by  promoters  depends  upon  the  purposes  of  the 
corporation  and  the  nature  of  the  agreement.  Of  course,  the 
agreement  must  be  one  which  the  corporation  itself  could  make, 
and  one  which  the  usual  agents  of  the  company  have  express  or 
implied  authority  to  make.  That  the  contract  in  this  case  was  of 
tha%kind  is  very  dear;  and  the  acts  and  acquiescence  of  the 
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corporate  officersy  after  the  organization  of  the  company,  folly 
justified  the  jury  in  finding  that  it  had  adopted  it  aa  its  own. 

The  defendant,  however,  claims  that  the  contract  was  void 
nnder  the  statute  of  frauds,  because,  '^by  its  terms  not  to  be 
performed  within  one  year  from  the  making  thereof,"  which 
counsel  assumes  to  be  September  12,— the  date  of  the  agreement 
between  plaintiff  and  the  promoter.  This  proceeds  upon  the 
erroneous  theory  that  the  act  of  the  corporation,  in  such  eaaes, 
is  a  ratification,  which  relates  back  to  the  date  of  the  contract 
with  the  promoter,  under  the  familiar  maxim  that  ^^a  subsequent 
ratification  has  a  retroactive  effect,  and  is  equivalent  to  a  prior 
command."  But  the  liability  of  the  corporation,  under  such 
circumstances,  does  not  rest  upon  any  principle  of  the  law  of 
agency,  but  upon  the  immediate  and  voluntary  act  of  the  com- 
pany. Although  the  acts  of  a  corporation  with  reference  to  the 
contracts  made  by  promoters  in  its  behalf  before  its  organization 
are  frequently  loosely  termed  ''ratification,"  yet  a  ratification 
properly  so  called,  implies  an  existing  person,  on  whose  behalf 
the  contract  might  have  been  made  at  the  time.  There  can  not, 
in  law,  be  a  ratification  of  a  contract  which  could  not  have  been 
made  binding  on  the  ratifier  at  the  time  it  was  made,  because  the 
ratifier  was  not  then  in  existence.  In  re  Empress  Engineering 
Co.,  16  Ch.  Div.  128;  Melhado  v.  Porto  Alegre,  N.  H.  &  B.  B. 
Co.,  L.  E.  9  C.  P.  505 ;  Kellner  v.  Baxter,  L.  B.  2  C.  P.  185.  What 
is  called  ''adoption,"  in  such  cases,  is,  in  legal  effect,  the  making 
of  a  contract  of  the  date  of  the  adoption,  and  not  as  of  some 
former  date.  The  contract  in  this  case  was,  therefore,  not  within 
the  statute  of  frauds.  The  trial  court  fairly  submitted  to  the 
jury  all  the  issues  of  fact  in  this  case,  accompanied  by  instruc- 
tions as  to  the  law  which  were  exactly  in  the  line  of  the  views  we 
have  expressed;  and  the  evidence  justified  the  verdict. 

The  point  is  made  that  the  plaintiff  should  have  alleged  that 
the  contract  was  made  with  Nimocks,  and  subsequently  adopted 
by  the  defendant.  If  we  are  correct  in  what  we  have  said  as  to 
the  legal  effect  of  the  adoption  by  the  corporation  of  a  contract 
made  by  a  promoter  in  its  behalf  before  its  organization,  the 
plaintiff  properly  pleaded  the  contract  as  having  been  made 
with  the  defendant.    But  we  do  not  find  that  the  evidence  was 
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objected  to  on  the  grotind  of  a  variance  between  it  and  the  com- 
plaint.   The  fusHsignments  of  error  are  very  numerous,  but  what 
hafl  been  already  said  covers  all  that  are  entitled  to  any  special 
notice. 
Obdbb  affirmed. 


The  Corporation  and  its  Officers—Duties  of  Officers.^ 

McCLURE  V.  LAW. 
161  N.  r.  78,  76  Am.  8t.  Rep.  262.    1899. 

Haight,  J.  This  action  was  brought  to  recover  of  the  defend- 
ant, a  former  president  and  director  of  the  Life  Union,  the  sum 
of  $3,000,  which  the  plaintiff  claims  was  profits  made  by  the 
defendant  out  of  his  trust  relationship  with  the  company.  The 
facts  established  by  the  evidence  are,  in  substance,  as  follows: 
An  agreement  was  entered  into  on  the  28th  day  of  December, 
1891,  between  one  Horace  Moody,  party  of  the  first  part,  and 
Lucius  0.  Robertson  and  Lewis  P.  Levy,  parties  of  the  second 
part,  by  which  the  party  of  the  first  part  undertook  to  deliver 
to  the  parties  of  the  second  part  the  absolute  control  and  man- 
agement of  the  Life  Union' Association  in  consideration  of  the 
sum  of  $15,000.  This  was  to  be  accomplished  by  the  resignation, 
from  time  to  time,  of  one  or  more  directors  of  the  corporation, 
and  the  election  of  the  parties  of  the  second  part,  or  the  persons 
they  should  designate,  as  directors.  This  agreement  was  entered 
into  by  Moody  under  the  directions  of  the  defendant,  for  whom 
he  was  acting  as  agent  and  attorney.  It  was  modified  on  the  5th 
day  of  February,  1892,  with  reference  to  details  in  payments, 
etc.,  but  not  in  any  respect  affecting  the  question  here  presented. 
These  agreements  were  subsequently  executed.  Mr.  Levy  was 
elected  a  director  to  fill  a  vacancy  theretofore  existing,  and  then 
the  defendant  resigned  as  president  and  had  Mr.  Levy  elected  in 
his  place.  Subsequently,  the  defendant,  with  other  directors 
from  time  to  time  resigned,  and  their  places  were  filled  by  per- 
sons designated  by  Levy.  The  money  was  paid  over  to  a  person 
designated  by  the  defendant  and  then  was  distributed  among 


*See  Sees.  1825-1820,  Vol.  9,  Qyclopedia  of  Law. 
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the  direeton,  the  defendant  receiying  $3,000.  His  excuse  for 
this  proceeding  was  that  this  transfer  was  made  for  the  pnrpo0e 
of  reimbnising  himself  and  other  directors  for  moneys  that  thej 
had  theretofore  invested  in  the  purchase  of  promissory  notes 
which  had  been  issued  by  the  corporation  for  the  purpose  of  pur- 
chasing the  property  and  assets  of  the  Flour  City  Life  Associa- 
tion of  Bochester.  The  notes,  however,  were,  by  their  terms, 
payable  out  of  the  expense  funds,  to  be  derived  &om  the  trans- 
'fer  membership  of  the  Flour  City  Association,  and  inasmuch  as 
the  transfer  was  never  effected,  the  notes  were  not  collectible 
from  the  Life  Union.  (McClure  v.  Levy,  147  N.  Y.  215.)  The 
defendant  held  three  of  these  notes  of  $1,000  each,  but  they  can 
not  be  accepted  as  a  justification  of  the  transaction,  or  be  re- 
ceived as  a  defense  to  this  action.  The  question  is,  therefore, 
presented,  whether  the  defendant  is  bound  to  account  for  the 
money  received  from  Levy  for  the  transfer  to  him  and  his  asao- 
dates  of  the  management  and  control  of  the  Life  Union,  together 
with  its  property  and  effects.  The  learned  appellate  diviedon 
has  treated  this  transaction  as  a  bribe  paid  to  the  directors  of 
the  Life  Union  by  Levy,  and  reached  the  conclusion  that  the 
money  did  not  belong  to  the  corporation.  We  think,  however, 
that  the  law  does  not  permit  the  defendant  to  avail  himself  of 
his  own  wrong  as  a  defense  to  this  action.  As  president  and 
director  of  the  Life  Umon  he  was  hound  to  account  to  that  asso- 
ciation for  all  moneys  that  came  into  his  hands  hy  virtue  of  his 
offtoial  acts,  and  he  can  not  be  permitted  to  shield  himself  from 
su^h  UahiUty  under  the  claim  that  his  acts  were  Megal  and  un- 
authoriaed.  As  an  officer  he  had  the  right  to  resign,  Jmt  fke 
money  was  not  paid  to  him  for  his  resignation.  It  u)as  paid  over 
upon  condition  that  he  procure  Levy  and  his  friends  to  he  elected 
directors  and  given  the  control  and  ma^nagement,  together  with 
the  property  and  effects  of  the  corporation.  The  deotion  of 
directors  and  the  transfer  of  the  management  and  property  of 
the  corporation  were  official  acts,  and  whatever  money  he  re- 
ceived from  such  official  acts  were  moneys  derived  hy  virtue  of 
his  office  for  which  we  think  he  should  acoou/nt.    •    •    •    • 

InOoakoaCorporations,  section  650,  it  is  said:   ''It  is  a  well- 
established  principle  of  law  that  a  director  eommits  a  breadi  of 
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tmflt  in  accepting  a  secret  gift  or  secret  pay  from  a  person  who 
is  contracting  or  has  contracted  with  the  corporation,  and  that 
the  corporation  may  compel  the  director  to  tnm  over  to  it  all  the 
money  or  property  so  received  by  him.  (See,  also,  Chandler  v. 
Bacon,  30  Fed.  Rep.  538;  Rutland  El.  L.  Co.  v.  Bates,  68  Vt. 
579;  Farmers'  and  Merchants'  Bank  v.  Downey,  53  CaL  466; 
Sheridan  v.  Sheridan  EL  light  Co.,  38  Hnn  396.) 
Revebsbd. 


Right  of  Officers  to  Receive  Salary.^ 

1EEVB  ET  AL.  v.  HARRIS  ET  AL. 

50  8.  W.  Bep.  658.    1897. 

Bill  filed  to  settle  the  affairs  of  a  manufacturing  company. 
One  H.  intervened  and  filed  a  claim  for  services  as  treasurer  of 
the  company;  this  was  referred  to  a  master,  who  reported,  allow- 
ing the  claim;  the  corporation  excepted,  and  on  a  hearing  the 
chancellor  disallowed  it  upon  the  ground  that  no  compensation 
was  provided  for  by  any  by-law  or  resolution  of  the  stockholders 
or  directors.  H.  then  filed  a  claim  for  services  performed  while 
treasurer  outside  his  duties  as  such.  This  was  partly  allowed  by 
the  chancellor,  and  the  corporation  assigns  this  as  error. 

Neil,  J.  •  •  •  The  state  of  the  law  upon  this  subject  is 
correctly  set  forth  in  Beach  Priv.  Corp.,  as  follows:  "The  au- 
thorities are  not  uniform  upon  the  question  of  the  right  of  ex- 
ecutive officers  of  a  corporation  to  compensation  for  their 
services.  It  has  been  held  in  Illinois  and  in  Pennsylvania  that  a 
treasurer  can  not,  in  the  absence  of  any  contract  agreement,  re- 
cover a  salary  from  a  corporation  for  his  services  rendered  to  it. 
In  Iowa,  an  officer  of  a  corporation  can  recover  payment  only 
where  there  is  a  special  contract  therefor,  and  it  is  there  held 
that  no  contract  to  pay  for  his  services  can  be  implied  as  against 
the  corporation.  So,  in  a  lower  court  in  New  York,  i^  was  saiT 
that  one  is  not  necessarily  entitled  to  a  salary  from  the  fact  that 
he  was  chosen  secretary  of  a  corporation,  and  rendered  services 


*See  S«c  1829,  Vol.  9,  Cyclopedia  of  Law. 


Digitized  by 


Google 


298  SPECIAL  RELATIONS  OF  CORPORATIONS. 

as  such,  especially  where  the  facts  rebut  the  presumption  of  a 
promise  of  payment  The  New  York  case,  however,  was  reversed 
in  the  court  of  last  resort,  where  the  ground  was  taken  that,  if 
the  secretary  were  neither  a  director  nor  a  stockholder,  an  agree- 
ment to  compensate  him  for  his  services  would  be  presumed 
from  the  fact  of  his  appointment.  And  this  is  probably  the  gen- 
eral rule  in  respect  of  executive  officers  other  than  the  president 
or  vice-president  of  the  company."  Section  200.  See,  also,  2 
Cook  Stock,  Stockh.  and  Corp.  Law,  §  657,  and  notes  thereto; 
Kilpatrick  v.  Bridge  Co.,  49  Pa.  St.  118;  Qridley  v.  Railway  Co., 
71  m.  200;  Bank  v.  Elliott,  55  Iowa  104,  7  N.  W.  470;  Cram- 
lish's  Admr.  v.  Improvement  Co.,  38  W.  Va.  390,  18  S.  E.  456, 
45  Am.  St  Bep.  872,  881-883,  and  authorities  there  cited.  In  tbe 
case  last  cited  the  reason  of  the  rule  is  thus  quoted,  with  ap- 
proval, from  Kilpatrick  v.  Bridge  Co.,  supra:  ''The  rule  is  just 
as  applicable  to  presidents  and  treasurers  and  other  officers  as 
to  directors.  •  •  •  It  is  well  the  law  is  so.  Corporate 
officers  have  ample  opportunities  to  adjust  and  fix  their  compen- 
sation before  they  render  service,  and  no  great  mischief  is  likely 
to  result  from  compelling  them  to  do  so.  But  if,  on  the  other 
hand,  actions  are  to  be  maintained  by  corporate  officers  for 
services  which,  however  faithful  and  valuable,  were  not  rendered 
on  the  foot  of  an  express  contract,  there  would  be  no  limitation 
to  corporation  liabilities,  and  stockholders  would  be  devoured  by 
officers."  See,  also,  Ten  Eyck  v.  Railroad  Co.  (Mich.),  3  Lawy. 
Bep.  Ann.  378,  and  notes  (s.  c  41  N.  W.  905),  and  Brown  v. 
Silver  Mines  (Colo.  Sup.),  30  Pac.  66. 

But  it  is  also  true  that  a  corporation  official  rendering  services 
to  the  corporation  outside  of  the  scope  of  his  official  duty,  and 
not  required  thereby,  may  recover  compensation  therefor  upon  a 
promise  implied  from  facts  and  circumstances,  even  though  he 
be  a  director  in  the  corporation.  Association  v.  Meredith,  49  Md. 
389;  1  Mor.  Priv.  Corp.,  §  508;  Construction  Co.  v.  Fitzgerald, 
137  U.  S.  98, 11  Sup.  Ct.  36.  •  •  •  (The  Court  found  that 
the  only  work  H.  performed  outside  his  duties  of  treasurer  was 
acting  as  a  member  of  a  committee  to  measure  and  report  upon 
a  stock  of  lumber  purchased  by  the  company,  but  there  was  no 
proof  as  to  the  value  of  these  services,  and,  therefore,  dismissed 
the  petition  of  H.) 


Digitized  by 


Google 


SMALL  y.  HEEKIMBR  MFQ.  00.  299 

The  Corporation  and  its  Shareholders.* 

SMALL   V.    THE   HERKIMER   MANUFACTURING   AND 
HYDRAULIC  COMPANY. 

2N.Y.330.    1849. 

Action  of  assumpsit  in  the  supreme  conrt  by  the  Herkimer 
Company  against  Small  on  his  subscription  for  twenty-one 
shares  of  $100  each  to  the  capital  stock  of  the  company.  The 
charter  made  it  the  duty  of  the  directors  ''to  call  upon  the  stock- 
holders for  payment  of  their  subscriptions  at  such  times  and  in 
such  proportions  as  they  should  see  fit,  under  penalty  of  forfeit- 
ure to  the  company  of  their  shares  and  all  previous  payments 
made  thereon,  giving  notice  (as  provided)  of  such  call/'  Small 
subscribed  and  the  corporation  was  organized;  April,  1834,  a 
5  per  cent  call  payable  in  sixty  days,  and  another  of  5  per  cent 
payable  in  ninety  days  were  made ;  in  July  a  7  per  cent  call  pay- 
able in  August,  and  in  October  a  73  per  cent  call  was  made,  13 
per  cent  payable  November  10,  and  10  per  cent  on  the  first  of 
each  of  the  following  six  months.  Suit  was  brought  in  December 
to  coUect  the  40  per  cent  then  due  and  unpaid.  In  March,  1835, 
a  call  of  the  balance  of  the  subscription— 10  per  cent— was 
made,  payable  May  15,  and  Small  neglecting  to  pay,  the  direct- 
ors, in  June,  1836,  passed  a  resolution  forfeiting  the  stock  for 
this  call.  Small  pleaded  this  resolution  and  forfeiture  in  bar  of 
the  suit  in  assumpsit,  alleging  that  the  shares  were  worth  more 
than  the  amount  due  with  interest;  the  company  demurred  to 
this  plea,  and  the  supreme  court  sustained  the  demurrer.  This 
is  the  error  assigned. 

HoYT,  J.  The  supreme  court  of  this  state,  by  a  series  of  de- 
cisions, commencing  with  the  case  of  Goshen  Turnpike  Company 
V.  Hurtin  (9  John.  217),  has  uniformly  held  that  the  mere  pro- 
vision in  the  charter  of  incorporated  companies,  similar  to  the 
one  in  this  case,  allowing  the  forfeiture  of  the  stock  and  previous 
payments,  does  not  deprive  the  company  of  their  common-law 
remedy,  by  action,  to  recover  from  the  stockholder  the  amount 

*8ee  Sees.  1880-1851,  Vol.  9,  OyctopedU  of  Law. 
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of  hiB  BubBcriptioxL  (14  John.  238.)  In  fhig  case  they  hsre 
gone  farther,  and  held  that  although  the  company  exeraJBod  the 
right  conferred  by  the  statute  and  forfeited  the  stock,  thegr  may 
still  recover  in  an  action  upon  the  sabseription,  unless  the  valne 
of  the  stock  was  equal  to  the  amount  due  upon  the  subscription. 
They  liken  this  case  to  that  of  a  mortgage,  and  say,  that  when  the 
mortgagee  takes  the  thing  pledged  and  sells  it,  or  finally  eon- 
verts  it  to  his  own  use,  he  is  paid  so  much  only  towards  his  debt 
as  the  thing  sold  for,  or  was  worth,  at  the  time  of  the  conversion, 
and  cite  5  Gowen  380,  9  Cowen  346,  4  Wend.  381, 11  Wend.  106 ; 
and  when  the  equity  of  redemption  is  released,  or  a  strict  fore- 
closure resorted  to  in  any  form,  then  so  much  is  paid  as  the  value 
of  the  thing  mortgaged,  at  the  time  when  the  title  became  abso- 
lute in  the  mortgagee,  amounts  to.  This  is  no  doubt  the  true 
rule  in  the  case  of  a  mortgage  of  real  or  personal  estate,  and  if 
the  company  are  to  be  deemed  a  mortgagee  of  the  stock,  and  both 
parties  entitled  to  the  rights  of  mortgagor  and  mortgagee,  I 
think  it  would  be  decisive  in  favor  of  the  plaintiff. 

But  I  do  not  think  this  is  to  be  regarded  in  the  light  of  a 
mortgage.  Upon  a  foreclosure  and  sale  of  property  mortgaged, 
if  it  bring  more  than  the  debt  the  mortgagor  is  entitled  to  the 
surplus.  But  no  provision  is  made  for  the  company's  refunding 
the  surplus  in  this  case.  And  if  the  company  after  forfeiture 
should  sell  the  stodc  for  a  sum  beyond  the  amount  unpaid 
thereon  at  the  time  of  forfeiture,  the  defendant  could  not  re- 
cover such  surplus.  Again,  in  all  cases  of  a  mortgage,  the 
mortgagor  has  in  equity  a  right  of  redemption  until  a  strict  fore- 
closure, or  a  foreclosure  and  sale  of  the  mortgaged  property. 
But  no  such  remedy  exists  for  the  redemption  of  stock  forfeited 
under  the  provisions  of  a  statute  like  the  one  in  question.  Judge 
Story  (Eq.  Juris.,  section  1325)  says  that  courts  of  equity  in 
cases  of  non-compliance  by  stockholders  with  the  terms  of  pay- 
ment of  their  installments  of  stock  at  the  times  prescribed,  by 
which  a  forfeiture  of  their  shares  is  incurred  under  the  by-laws 
of  the  iustitution,  have  refused  to  interfere,  by  granting  relief 
against  such  forfeiture.  And  such  was  the. ruling  of  the  court 
of  chancery  in  England,  in  Sparks  v.  The  Liverx>ool  Water- 
Works  Company  (13  Yes.  428).  When  a  penallgr  or  forfeiture 


Digitized  by 


Google 


SMALL  V.  HBRKIMBB  MFQ.  CO.  801 

18  imposed  hy  statute  upon  the  doing  or  omission  of  a  certain  aet, 
courts  of  equity  will  not  interfere  to  mitigate  the  penalty  or  for- 
feiture incurred,  for  it  would  be  in  contravention  of  the  direct 
expression  of  the  legislatiye  wilL  (Story  Eq.  Juris.,  section 
1326 ;  1  Strange  447.)  I  can  not  see  how  this  can  upon  principle 
be  regarded  as  a  mortgage.  On  the  contrary,  it  has,  I  think, 
more  of  the  properties  of  a  conditional  sale,  when  the  absolute 
title  does  not  pass  until  payment  in  fulL 

Where  a  party  subscribes  for  stock  he  takes  it  upon,  and  sulh 
ject  to,  the  condition  imposed  by  statute^that  the  corporation 
may,  if  he  omits  to  pay  the  installments  as  they  are  called  for 
and  become  due,  forfeit  the  stock  and  all  previous  payments.  It 
is  then  left  optional  with  the  corporation  whether  they  will  prose- 
cute on  the  subscription,  or  forfeit  the  stock  and  previous  pay- 
ments. The  corporation  may  doubtless  take  whichever  remedy 
they  elect.  But  if  they  elect  to  forfeit  and  take  back  their  stock, 
it  seems  to  me  they  should  not  be  permitted  also  to  sue  and  collect 
the  price  agreed  to  be  paid,  or  any  part  thereof.  In  that  case 
they  take  back  the  whole  consideration  for  the  subscriber's  promh 
ise,  with  the  right  to  retain  whatever  may  have  been  paid.  It 
would,  after  that,  be  inequitalie  and  unjust  to  permit  them  to 
retcrin  the  stock  and  stiU  prosecute.  And  it  can  make  no  differ* 
ence  that  the  installments  for  which  the  suit  is  brought  became 
due  before  the  forfeiture  was  declared  The  statute  simply  au- 
thorites  a  forfeiture  of  the  stock  and  aU  previous  payments  made 
thereon;  but  does  not  declare  that  the  party  shall  also  forfeit  the 
amount  of  payments  which  may  have  become  due  and  remain 
unpaid.    •    •    • 

I  think,  as  I  have  before  stated,  that  this  case  is  more  analogous 
to  a  contract  for  the  purchase  and  sale  of  property,  where  the 
vendor  reserves  the  right,  on  default  of  payment  at  the  time 
stipulated,  to  rescind  the  sale  or  forfeit  the  contract  and  previous 
payments.  Suppose  a  person  agrees  to  sell  personal  property; 
one-third  of  the  purchase-money  is  paid  down,  and  the  purchaser 
agrees  to  pay  the  remainder  by  installments,  and  if  he  fails  to 
make  either  of  the  payments  at  the  time  stipulated,  that  he  will 
forfeit  the  property  purchased  and  all  previous  pajrments  there* 
on;  and  upon  such  default  the  vendor  repossesses  himself  of  the 


Digitized  by 


Google 


dQ2  SPIOCUL  RELATIONS  OF  GOBPORA TIONS. 

property  and  takes  advantage  of  the  forfeiture.  It  ootdd  hardly 
be  pretended  that  he  could  still  maintain  an  action  for  tiie  prioe 
agreed  to  be  paid.  I  do  not  see  how  such  a  case  can  be  distm- 
guished  in  principle  from  the  one  under  consideration.  I  think 
the  principles  decided  in  Winter  v.  Livingston  (13  John.  54) 
are  equally  applicable  to  this  case. 
Revebsed. 


DOUSMAN  V.  THE  WISCONSIN  AND  LAKE  SUPERIOR 
MINING  AND  SMELTING  COMPANY. 

40  Wis.  Rep.  418^23, 

Plaintiff  alleged  he  was  the  owner  of  seven  shares  in  the  com- 
pany, all  of  which  were  fully  paid;  that  there  were  131  shares  of 
$500  each,  none  of  which  (except  plaintiff's  shares  and  one  other) 
were  more  than  half  pai  \  ip.  Under  authority  it  was  deter- 
mined to  increase  the  f  tock  to  1,000  shares,  of  which  250  were  to 
be  used  in  performing  a  c«^ntract  with  another  corporation,  95 
shares  reserved  to  the  company,  and  the  other  655  shares  issued 
to  the  shareholders,— five  shares  TuUy  paid  for  each  share  of  the 
old  stock.  Plaintiff  alleged  that  the  company  refused  to  allow 
him  any  greater  Interest  for  his  fully-paid  shares  than  was  al- 
lowed to  a  like  number  of  half-paid  shares;  he  asked  that  he  be 
allowed  new  shares,  ia  proportion  to  the  amount  paid,  or  that 
half  of  those  issued  to  holders  of  half -paid  stock  be  canceled 
The  facts  were  found  as  alleged,  and  further  distribution  was 
enjoined,  unless  the  issue  of  new  shares  were  made  in  proportion 
demanded  by  plaintiff. 

Btan,  C.  J.  1.  The  injury  which  the  respondent,  as  a  share- 
holder of  the  appellant,  sets  up  in  his  complaint,  is  one  peculiar 
and  personal  to  himself,  not  common  to  other  shareholders,  al- 
leged to  have  been  committed  by  the  board  of  directors,  as  the 
governing  body  of  the  corporation;  that  is,  by  the  corporation 
itself.  Clearly  his  remedy  is  against  the  corporation.  Prob- 
ably he  might  have  maintained  an  action  at  law  against  it.  Gray 
V.  Portland  Bank,  3  Mass.  364.  But  the  effect  of  such  an  action 
would  be  to  convert  part  of  his  interest  as  a  shareholder  into  a 
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judgment  for  damages;  in  other  words,  to  sell  a  portion  of  his 
stock  to  the  corporation.  That  he  is  not  obliged  to  do.  He  has 
a  right  to  maintain  his  proportionate  interest  in  the  corporation, 
certainly  as  long  as  there  is  sufficient  stock  remaining  undisposed 
of  by  the  corporation.  Trading  corporations  of  the  character  of 
the  appellant  have  been  likened  to  partnerships,  and  the  remedies 
of  stockholders  to  those  of  partners,  by  very  high  authority. 
Ghray  v.  Portland  Bank,  supra;  Robinson  v.  Smith,  3  Paige  222 ; 
Adley  v.  Whitstable  Co.,  17  Vesey  315.  And  equity  has  always 
afforded  a  remedy  to  a  stockholder,  in  such  a  case  as  this,  by 
injunction,  account,  or  other  appropriate  decree.  Adley  v.  Whit- 
stable Co.,  supra.  This  principle  has  been  repeatedly  recognized 
in  this  court,  as  in  Putnam  v.  Sweet,  2  Pin.  302 ;  Nazro  v.  Ins. 
Co.,  14  Wis.  319. 

Such  a  case  is  clearly  distinguishable  from  suits  by  stock- 
holders in  the  right  of  the  corporation,  founded  on  wrongs 
against  the  corporation.  In  that  class  of  cases,  as  the  authorities 
cited  by  the  appellant  show,  the  right  of  suit  is  primarily  in  the 
corporation  itself;  and  stockholders  take  the  right,  in  lieu  of  the 
corporation,  only  upon  refusal  of  the  governing  body  of  the  cor- 
poration to  sue. 

Here  the  wrong  complained  of  is  by  the  corporation,  not 
against  it.  The  right  is  against  it,  not  against  individual  di- 
rectors. The  judgment,  to  be  effectual,  must  be  against  the 
corporation  itself;  not  against  the  directors  personally,  who  may 
be  changed  from  time  to  time.  And  even  where  a  suit  would  lie 
by  a  corporation  against  its  governing  body  for  wrongs  done 
against  it  by  the  governing  body,  it  is  sufficiently  manifest  that 
a  demand  upon  the  governing  body  to  bring  the  suit  would  be 
nugatory. 

2.  If  there  are  other  shareholders  in  like  condition  as  the  re- 
spondent, their  right  and  his  are  several;  they  may  bring  their 
separate  suits,  or  they  may  submit  to  the  wrong  at  their  several 
pleasure.  The  respondent  has  no  right  to  represent  them.  The 
case  is  entirely  distinguishable  from  a  wrong  done  by  the  govern- 
ing body  common  to  all  the  stockholders.    •    •    • 

Affirmed. 
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Creditors  and  the  Corporation.^ 
POND  ET  AL.  y.  FBAMINGHAM  &  LOWELL  B.  K  CO. 

130  Mass.  194.  1881. 

Morton,  J.  This  is  a  bill  in  equity,  the  snbgtantial  allegatioDs 
of  which  are,  that  the  plainti£Es  are  creditors  of  the  defendant 
corporation;  that  the  corporation  is  insolvent;  that  all  its  prop- 
erty is  mortgaged  to  trustees  for  the  benefit  of  one  class  of 
creditors;  that  it  owes  large  amounts  to  other  creditors,  one  of 
whom  has  attached  all  its  property;  that  it  is  about  to  execute 
a  lease  to  said  attaching  creditor  for  the  term  of  nine  hundred 
and  ninety-nine  years,  at  a  rental  which  will  not  pay  the  interest 
upon  its  indebtedness,  and  that  the  execution  of  said  lease  would 
be  injurious  to  the  interest  of  its  creditors  and  stockholders. 
The  prayer  ia  for  an  injunction  to  restrain  the  defendant  from 
further  prosecuting  its  business,  and  for  the  appointment  of  re- 
ceivers. 

There  is  no  statute  giving  this  court  equity  jurisdiction  in  such 
a  case  as  this,  and  the  bill  does  not  state  a  case  within  the  general 
equity  powers  of  a  court  of  chancery.  As  is  stated  in  Treadwell 
V.  Salisbury  Manuf.  Co.,  7  Gray  393,  "It  is  too  well  settled  to 
admit  of  question,  that  a  court  of  chancery  has  no  peculiar  juris- 
diction over  corporations,  to  restrain  them  in  the  exercise  of  their 
powers,  or  control  their  action,  or  prevent  them  from  violating 
their  charter,  in  esses  where  there  is  no  fraud  or  breach  of  trust 
alleged  ss  the  foundation  of  the  claim  for  equitable  relief.'' 

The  plaintiffs  can  not  maintain  this  bill,  unless  upon  the 
ground  that  any  creditor  can  maintain  a  bill  in  equity  against 
an  individual  debtor  upon  like  allegations.  But  there  is  no  al- 
legation of  fraud  or  breach  of  trust,  or  any  other  ground  of 
jurisdiction,  which  brings  the  case  within  the  general  equity 
powers  of  a  court  of  chancery.  The  bill  is  an  attempt  by  a 
creditor  to  restrain  his  debtor  from  making  what  is  alleged  to 
be  an  improvident  contract.  The  rights  of  the  parties  are  gov- 
erned by  the  rules  of  the  common  law.    The  plaintilb  as  cred- 

*See  Sec.  1358  et  seq..  Vol.  9,  Cyclopedia  sf  Law. 
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itors  mighty  by  an  attachment,  have  obtained  security  which 
would  take  precedence  of  the  contemplated  lease;  but  if  they 
could  not,  the  court  has  no  power  to  restrain  the  debtor  from 
making  a  disposition  of  his  property  which  is  permitted  by  the 
common  law,  unless  fraud  or  breach  of  trust  is  alleged  and 
shown. 

The  aUegation  that  the  defendant  corporation  is  insolvent  does 
not  aid  the  plaintiffis.  In  the  absence  of  any  statute  giving  the 
power,  this  court  has  no  authority  to  act  as  a  court  of  insolvency 
for  the  liquidation  of  the  affairs  of  an  insolvent  railroad  corpora- 
tion. 

Dbcsbbb  dismissing  the  bill  aevjsmjbsd. 


LOTHROP  V.  STEDMAN. 
42  Conn.  583.    1875. 

The  American  National  Life  Insurance  Company  was  incorpor- 
ated in  Connecticut  in  1866,  the  charter  reserving  the  right  to 
the  legislature  to  alter,  amend  or  repeal  the  same.  In*  1874  the 
insurance  commissioners  of  the  state  reported  to  the  legislature 
that  the  company  had  transferred  its  assets  to  another  company, 
which  had  assumed  the  obligations  of  the  former;  that  its  liabili- 
ties were  $400,000  more  than  its  assets,  and  that  it  had  ceased 
to  do  business,  whereupon  the  legislature  repealed  its  charter, 
and  directed  the  insurance  commissioner  to  take  charge  of  its 
assets  and  apply  them  to  the  credit  of  the  policy-holders.  The 
commissioner  was  about  to  do  this  when  the  plaintiffs,  citizens 
of  New  York  and  policy-holders,  brought  their  bill  in  equity  to 
enjoin  the  commissioner  from  taking,  and  the  corporation  from 
delivering,  the  assets,  on  the  ground  that  the  repealing  act  was 
unconstitutional.  The  hearing  was  upon  the  application  for  a 
temporary  injunction  until  the  final  hearing. 

Shipman,  J.  The  defendant  corporation  is  a  stock  corporation 
authorized  to  issue  life  policies  upon  the  mutual  plan  of  insur- 
ance, but  it  is  not  strictly  a  mutual  insurance  company,  and  the 
policy-holders  are  not  necessarily  members  of  the  corporation, 
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and  have  no  right  to  participate  in  its  management.  The  com- 
plainants appear  before  the  court  only  as  creditors  of  the  com- 
pany. Being  citizens  of  the  state  of  New  York,  they  have  a  right 
to  bring  this  bill  against  the  defendants,  citizens  of  Connecticut, 
and  their  interest  as  creditors  of  the  corporation  and  cestuis  que 
trust  of  the  fund,  which  is  now  in  the  control  of  the  directors  of 
the  corporation,  entitles  them  to  maintain  their  suit  if  they  have 
suffered  injury.  The  principle  that  a  stockholder  of  a  company 
can  not  maintain  a  bill  in  equity  against  a  wrong-doer  to  prevent 
an  injury  to  the  corporation,  unless  it  shall  be  averred,  and  shall 
affirmatively  appear,  that  the  corporation  has  refused  to  take 
measures  to  protect  itself,  does  not  extend  to  a  bill  which  is  in 
good  faith  filed  by  a  creditor.    •    •    • 


COLE  V.  THE  MILLERTON  IRON  COMPANY. 

1892.    In  the  Court  of  Appeals  of  New  York.    133  N.  Y.    Rep. 
164-169,  28  Am.  St.  Bep.  615. 

This  action  was  brought  by  plaintiff,  a  judgment  creditor  of 
the  National  Mining  Company  of  Pawling,  to  set  aside  a  con- 
veyance made  by  it  of  all  its  property  to  defendant,  the  Millerton 
Iron  Company,  and  also  to  release  said  property  from  the  lien  of 
a  mortgage  executed  by  that  company  to  defendant,  the  Mer- 
cantile Trust  Company,  and  for  appointment  of  a  receiver,  etc. 

Pinch,  J.  The  plaintiff  is  a  creditor  of  the  National  Mining 
Company,  a  corporation  formed  and  existing  under  the  laws  of 
this  state.  He  commenced  an  action  to  recover  damages  done  to 
his  property  by  the  wrongful  act  of  the  corporation,  serving  the 
summons  in  October,  1887,  and  recovering  judgment  in  July  of 
the  next  year.  During  the  pendency  of  the  action  all  the  prop- 
erty and  assets  of  the  debtor  corporation  were  transferred  to 
the  Millerton  Iron  Company,  also  a  d(miestic  corporation,  upon 
a  nominal  consideration,  except  an  assumption  by  the  vendee  of 
the  debts  of  the  vendor,  and  thereupon  the  former  executed  a 
mortgage  to  the  Mercantile  Trust  Company  covering  all  its  prop- 
erty, innlriHing  that  acquired  from  the  National  Mining  Com- 
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pany.  When  the  plaintiff  obtained  his  judgment  nothing  re- 
mained upon  which  it  was  a  lien  and  his  execution  was  returned 
unsatisfied.  He  then  began  this  action,  in  which  he  assailed  the 
transfers  made  with  a  view  of  subjecting  the  property  of  the 
debtor  corporation  to  the  satisfaction  of  his  debt  Upon  the 
trial  his  complaint  was  dismissed,  but  the  general  term  reversed 
the  judgment  and  ordered  a  new  trial.  From  that  order  the 
trust  company  alone  appeals  and  has  given  the  usual  stipulation 
for  judgment  absolute. 

The  trial  court  has  refused  to  find  that  the  National  Company 
was  insolvent  at  the  date  of  its  transfer,  but  did  find  that  such 
transfer  suspended  and  terminated  the  regular  business  of  the 
grantor,  and  was  made  and  accepted  with  that  purpose  and  inten- 
tion. The  practical  effect  was  to  dissolve  the  grantor  corporation 
and  subject  its  charter  to  forfeiture  at  the  hands  of  the  state,  for 
it  voluntarily  stripped  itself  of  all  its  property  and  assets  and 
became  incapable,  and  intended  to  be  and  remain  incapable,  of 
performing  its  corporate  duties.  Such  a  transfer,  which  involves 
the  destruction  of  the  corporation  and  an  abandonment  of  the 
purposes  of  its  organization,  is  illegal  as  against  creditors,  whose 
rights  are  thereby  sacrificed  and  their  remedies  destroyed.  The 
transfer  was  illegal,  also,  because  made  in  contemplation  of  in- 
solvency. Those  who  accomplished  it  knew  that  its  necessary 
and  inevitable  effect  would  be  to  make  the  corporation  unable 
to  pay  its  debts,  and  must  be  held  to  have  intended  that  con- 
sequence of  their  acts.  I  do  not  agree  to  that  reading  of  the 
statute  which  limits  its  prohibition  to  cases  in  which  payment  of 
some  note  or  obligation  has  been  previously  refused.  An  inter- 
pretation so  narrow  would  serioudy  maim  and  distort  the  obvious 
purpose  of  the  statute  and  make  a  transfer,  in  contemplation  of 
insolvency,  good  the  day  before  a  note  matured  and  bad  the  day 
after.  As  against  the  creditor  the  transfer  to  the  Millerton 
Company  was  illegal  and  in  fraud  of  its  rights.  The  assets  of  a 
corporation  are  a  trust  fund  for  the  payment  of  its  debts  upon 
which  the  creditors  have  an  equitable  lien,  both  as  against  the 
stockholders  and  all  transferees,  except  those  purchasing  in  good 
faith  and  for  value.  (Bartlett  v.  Drew,  57  N.  Y.  587;  Brum  v. 
Ins.  Co.,  16  Fed.  Rep.  140;  Morawetz  on  Corporations,  791.) 
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The  Millerton  Company  was  not  such  a  purchaser.  It  parted 
with  nothing.  It  knew  and  participated  in  the  illegal  purpose 
to  destroy  the  National  Company,  to  make  it  utterly  insolvent, 
and  to  deprive  its  creditors  of  the  trust  fund  upon  which  th^ 
had  a  right  to  rely,  and  so  they  were  at  liberty  to  set  aside  the 
transfer  so  far  as  it  barred  their  remedy  and  to  enforce  their 
equitable  lien  upon  the  property  in  the  hands  of  the  transferee. 

It  is  not  a  sufficient  answer  to  say  that  the  transfer  was  rather 
formal  than  real,  because,  before  its  occurrence,  the  Millerton 
Company,  having  the  same  stockholders  and  officers,  managed 
and  conducted  the  business  of  the  National  Company  before  the 
transfer  as  well  as  after,  and  that  what  occurred  was  a  practical 
consolidation.  Companies  may  consolidate,  but  under  the  per- 
mission and  safeguards  of  the  statute,  all  of  which  were  disre- 
garded, and  what  is  called  the  formal  transaction  cuts  off  and 
destroys  the  right  of  the  creditor,  and  is  being  used  for  that 
exact  purpose. 

Neither  is  it  an  answer  to  say  that  the  creditor  is  not  harmed 
by  a  change  of  the  party  liable  to  pay,  unless  there  be  some  dis- 
proportion in  the  assets.  He  can  not  be  forced  to  change  his 
debtor  against  his  will,  and  it  appears  in  the  proof  that  the 
transfer  to  the  Millerton  Company  was  followed  by  a  mortgage 
sweeping  in  to  its  lien  and  peril  the  very  property  transferred. 

We  are  satisfied,  therefore,  that  the  plaintiff  was  entitled  to 
judgment  of  sequestration  and  for  a  receiver,  and  so  the  order  of 
the  general  term  was  right.  The  judgment  obtained  by  Chap- 
man is  not  a  bar  to  the  remedy.  It  is  not  relied  upon  for  that 
purpose,  and  the  appointment  of  a  receiver  was  without  notice  to 
the  attorney-general,  as  the  law  required.  (Laws  of  1883,  ch. 
378.)  In  the  present  case  the  plaintiff  must  give  such  notice 
when  he  applies  for  the  appointment. 

The  rights  of  the  mortgagee,  who  is  the  present  appellant,  need 
not  now  be  accurately  determined.  Whether  that  mortgage  was 
valid  at  all  for  wants  of  proper  consents,  or  whether  any  of  the 
bondholders  have  acquired  equities  superior  to  those  of  the 
plaintiff,  may  or  may  not  become  questions  in  the  future. 
Enough  appears  to  show  that  some  of  them  do  not  stand  in  the 
attitude  of  bona  fide  creditors,  and  that  the  remedies  of  all  may 
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be  confibaed  to  the  property  of  the  Millerton  Company  not  de- 
rived from  the  National,  until  at  lea^t  the  former  is  exhausted. 
Those  questions,  however,  may  be  left  to  the  developments  con- 
sequent upon  further  proceedings. 

The  order  of  the  general  term  should  be  affirmed  and  judg- 
ment absolute  for  the  plaintiff  be  rendered  upon  the  stipulation, 
with  costs.    All  concur. 

Obdbb  afeobmed  and  judgment  acoordingly. 


LiaUUty  of  Sharehclderg  to  Creditors  under  Special  Statutes.^ 

WHITMAN  V.  OXFORD  NATIONAL  BANK. 

176  U.  8.559.    1900. 

Action  by  the  National  Bank  of  Oxford,  Pennsylvania,  brought 
in  the  United  States  Circuit  Court  for  the  southern  district  of 
New  York,  against  Whitman,  to  enforce  his  statutory  liability 
as  a  shareholder  in  a  Kansas  corporation,  upon  a  debt  of  $2,000 
due  by  it  to  the  bank.  The  defendant  moved  to  direct  a  verdict 
in  his  favor,  on  the  ground  that  the  court  had  no  jurisdiction  to 
enforce  the  Kansas  statutory  liability;  the  court  overruled  the 
motion,  directed  a  verdict  for  plaintiff,  refused  a  new  trial,  and 
gave  judgment  for  plaintiff.  The  circuit  court  of  appeals  af- 
firmed the  decision,  and  the  case  was  brought  to  this  court  by  writ 
of  certiorari. 

Mr.  Justice  Bbbweb.  By  section  1,  of  article  12,  of  the  con- 
stitution of  Kansas,  a  certain  definite  liability  is  cast  upon  each 
stockholder  in  other  than  railway,  religious  and  charitable  cor- 
porations. This  liabilily  is  for  the  dues  of  the  corporation,  and 
to  an  amount  equal  to  the  stock  owned  by  him.  The  word  ''dues" 
is  one  of  general  significance,  and  includes  all  contractual  ob- 
ligations. Whether  broad  enough  to  include  liabilities  for  torts, 
either  before  or  after  judgment,  is  not  a  question  before  us,  and 
upon  it  we  express  no  opinion.  The  words  ''shall  be  secured," 
are  not  merely  directory  to  the  legislature  to  make  provision  for 
such  liabilily,  but  of  themselves  declare  it.    To  this  extent  the 


*See  Sec.  1961  et  seq..  Vol.  9,  Cydopedla  of  Law. 
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constitution  ia  self -executing.  Willis  y.  Mabon,  48  Minn.  140. 
The  discretion  of  the  legislature  extends  beyond  this,  as  indicated 
by  the  clause  ''and  such  other  means  as  shall  be  provided  by 
law."  A  failure  of  the  legislature  to  create  courts  or  prescribe 
modes  of  procedure  may,  it  is  true,  make  ineffectiye  this  con- 
stitutional provision,  but  does  not  destroy  the  liability;  nor  is 
it  created  by  the  act  of  the  legislature  prescribing  the  mode  of 
its  enforcement.  This  is  the  obvious  meaning  of  the  constitu- 
tional provision.  ''The  simplest  and  most  obvious  interpreta- 
tion of  a  constitution,  if  in  itself  sensible,  is  the  most  likely  to 
be  that  meant  by  the  people  in  its  adoption."  Lamar,  Justice, 
in  Lake  County  v.  Rollins,  130  U.  S.  662,  671. 

But  this  constitutional  provision  does  not  stand  alone.  The 
legislature  of  Kansas  has  acted  on  the  subject-matter,  and  the 
constitution  and  the  statutes  are  to  be  taken  together,  as  making 
one  body  of  law ;  and  it  serves  no  good  purpose  to  inquire  what 
rights  and  remedies  a  creditor  of  a  corporation  might  have  or 
what  liabilities  would  rest  upon  a  stockholder  if  either  constitu- 
tion or  statutes  stood  alone  and  unaided  by  the  other. 

In  section  32  of  chapter  23  of  the  Oeneral  Statutes  of  that 
state,  passed  before  the  organization  of  the  corporation  referred 
to,  the  legislature  prescribed  the  mode  of- enforcing  this  constitu- 
tional liability,  and  if  such  were  needed,  declared  to  what  extent 
it. could  be  enforced.  It  may  be  either  by  motion  in  a  case  in 
which  judgment  has  been  rendered  against  the  corporation  and 
execution  thereon  returned  unsatisfied,  or  by  a  direct  action  by 
the  plaintiff  in  such  judgment.  Neither  remedy  can  be  made 
effectual  in  the  courts  of  Kansas  against  a  stockholder,  unless 
by  due  service  of  process  he  is  brought  within  the  jurisdiction  of 
such  courts.  Wilson  v.  Seligman,  144  U.  S.  41;  Howell  v. 
Manglesdorf,  33  Kan.  194,  199. 

Whatever  else  may  be  said  about  the  remedy,  it  is  direct,  cer- 
tain and  available  to  every  creditor  of  a  corporation,  and  leaves 
to  the  stockholders  the  adjustment  between  themselves  of  their 
respective  individual  shares  of  the  corporate  obligations.  In 
view  of  the  present  tendency  to  carry  on  business  through  cor- 
porate instrumentalities  and  the  freedom  from  personal  liability 
which  attends  ordinary  corporate  action,  it  can  not  be  said  that 
this  limited  additional  remedy  is  open  to  judicial  condemnation. 
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Every  one  who  becomes  a  member  of  the  company  by  sabseribixiir 
to  its  stock  assumes  this  liabililyy  which  continues  until  tbe 
capital  stock  is  all  paid  up  and  a  certificate  of  that  fact  is  made^ 
published  and  recorded." 

And  again  after  noticing  the  rulings  of  the  court  of  appeaJs 
of  the  sUte  of  New  YoA  (p.  379) : 

''If  this  were  a  case  arising  in  the  state  of  New  York  we 
should,  therefore,  follow  the  construction  put  upon  the  statute 
by  the  courts  of  that  state.  The  circumstance  that  the  case 
comes  here  from  the  state  of  Florida  should  not  leave  the  statute 
open  to  a  different  construction.  It  would  be  an  anomaly  for 
this  court  to  put  one  interpretation  on  a  statute  in  a  case  arising 
in  New  York,  and  a  different  interpretation  in  a  case  arising  in 
Florida.  Our  conclusion,  therefore,  is  that  this  action  was  not 
brought  to  enforce  a  liability  in  the  nature  of  a  penalty. 

''The  right  of  the  plaintiffs  to  sue  upon  this  liability  in  any 
court  having  jurisdiction  of  the  subject-matter  and  the  parties  is, 
therefore,  clear.    Dennick  v.  Railroad  Co.,  103  U.  S.  11." 

And  finally,  in  reference  to  the  objection  that  the  action  was 
one  at  law  against  a  single  stockholder,  instead  of  in  equity 
against  all  (p.  380) : 

"But  in  this  case  the  statute  makes  every  stockholder  indi- 
vidually liable  for  the  debts  of  the  company  for  an  amount  equal 
to  the  amount  of  his  stock.  This  liability  is  fixed,  and  does  not 
depend  on  the  liability  of  other  stockholders.  There  is  no  neces- 
sity for  bringing  in  other  stockholders  or  creditors.  Any  cred- 
itor who  has  recovered  judgment  against  the  company  and  sued 
out  an  execution  thereon,  which  has  been  returned  unsatisfied, 
may  sue  any  stockholder,  and  no  other  creditor  can.  Such  ac- 
tions are  maintained  without  .objection  in  the  courts  of  New 
York,  under  section  10  of  the  statute  relied  on  in  this  case.  Shil- 
lington  V.  Howland,  53  N.  Y.  371;  Wiles  v.  Suydam,  64  N.  Y. 
173;  Handy  v.  Draper,  89  N.  Y.  334;  Rocky  Mountain  Nat.  Bank 
V.  Bliss,  89  N.  Y.  338."    •    •    • 

(Citing  from  Richmond  v.  Irons,  121  U.  S.  27;  Concord  Bank 
V.  Hawkins,  174  U.  S.  364,  372 ;  Abbey  v.  Dry  Goods  Co.,  44  Kan. 
415,  418;  Plumb  v.  Bank  of  Enterprise,  48  Kan.  484,  486; 
Howell  V.  Manglesdorf,  33  Kan.  194, 199;  Pierce  v.  Security  Co., 
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60  Kan.  164,  to  the  effect  that  such  statutory  liability  was  of  a 
contractual  nature,) 

And  aa  this  liability  is  one  which  is  contractuAl  in  its  naftare, 
it  is  also  clear  that  an  action  therefor  can  be  maintained  in  any 
court  of  competent  jurisdiction.  Dennick  v.  Railroad  Company, 
103  U.  S.  11;  Huntington  v.Attrill,  146  U.  S.  657.     •    •    • 

We  see  no  error  in  the  judgment  of  the  circuit  court  of  ap- 
peals, and  it  is,  therefore, 

Affirmed. 

Mr.  Justice  Peckham  dissented. 


WILLIS.  V.  MABON. 

1892.    In  the  Supreme  Court  of  Minnesota,    48  Minn.  Rep. 
140,  on  149,  150,  31  Am.  St.  Rep.  626,  on  628,  629. 

The  constitution  provided  *'each  stockholder  in  any  corpora- 
tion (except  manufacturing,  etc.)  shall  be  liable  to  the  amount 
of  stock  held  or  owned  by  him." 

Mitchell,  J.  This  brings  us  to  the  main  question,  viz., 
whether  this  provision  of  the  constitution  is  self -executing.  That 
such  has  been  the  general  understanding  of  the  bench,  bar,  and 
business  men  in  this  state  is  conceded.  This  court  has,  in  a  long 
line  of  cases,  assumed  that  such  was  the  fact.  Dodge  v.  Minne- 
sota Plastic  Slate  Roofing  Co.,  16  Minn.  368  (Gil.  327) ;  Allen  v. 
Walsh,  25  Minn.  543;  State  v.  Minnesota  Thresher  Mfg.  Co.,  40 
Minn.  213  (41  N.  W.  Rep.  1020) ;  Mohr  v.  Minnesota  Elevator 
Co.,  40  Minn.  343  (41  N.  W.  Rep.  1074) ;  Arthur  v.  Willius,  44 
Minn.  409  (46  N.  W.  Rep.  851) ;  Densmore  v.  Shepard,  46  Minn. 
54  (48  N.  W.  Rep.  528,  681).    •    •    • 

The  question  in  every  case  is  whether  the  language  of  a  con- 
stitutional provision  is  addressed  to  the  courts  or  the  legislature 
—does  it  indicate  that  it  was  intended  as  a  present  enactment, 
complete  in  itself  as  definitive  legislation,  or  does  it  contemplate 
subsequent  legislation  to  carry  it  into  effect?  This  is  to  be  de- 
termined from  a  consideration  both  of  the  language  used  and  of 
the  intrinsic  nature  of  the  provision  itsell    If  the  nature  and 
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extent  of  the  right  conferred  and  of  the  liability  imposed  is  fixed 
by  the  provision  itself,  so  that  they  can  be  determined  by  the  ex- 
amination and  construction  of  its  own  terms,  and  there  is  no 
language  used  indicating  that  the  subject  is  referred  to  the  legis- 
lature for  action,  then  the  provision  should  be  construed  as  self- 
executing,  and  its  language  as  addressed  to  the  court.  In  almost 
every  case  cited  by  appellants  in  which  a  constitutional  provision 
has  been  held  not  self-executing,  it  will  be  found  either  that  its 
language  indicated  an  intention  that  legislation  should  be  had  to 
carry  it  into  effect,  or  that  the  nature  of  the  provision  itself  was 
such  as  to  render  such  legislation  necessary.    •    •    • 
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PART  II. 

CASES  ON  THE  LAW  OF  PUBLIC  CORPORATIONS. 


CHAPTER  L 

THE  SUBJECT  INTRODUCED  AND  DEFINED.* 

MILLS  V.  WILLLAMS. 

11  Ired.  Law,  N.  C,  558.    1850. 

Appeal  from  superior  court,  Rutherford  county ;  Bailey,  Judge. 

PlfiABSOKy  J.  In  1816,  the  legislature  established  a  county  by 
the  name  of  "Polk."  In  pursuance  thereof  justices  of  the  peace 
were  appointed,  courts  organized,  and  a  sheriff  and  other  county 
officers  elected,  who  entered  upon  the  discharge  of  the  duties  of 
their  respective  offices.  In  1848  the  act  of  1846  was  repealed, 
and  the  question  is  presented,  has  the  legislature  a  right,  under 
the  constitution,  to  repeal  an  act,  by  which  a  counly  is  estab- 
lished t 

From  the  formation  of  our  state  goyemment,  the  general  as« 
sembly  has,  from  time  to  time,  changed  the  limits  of  counties, 
and  has,  over  and  over  again,  made  two  counties  out  of  one,  so 
that  in  many  instances,  even  the  name  of  the  old  county  has 
been  lost;  and  it  would  seem  to  an  unsophisticated  mind,  that, 
where  there  is  the  power  to  make  two  out  of  one,  there  must  be 
the  corresponding  power  to  make  one  out  of  two.  In  other 
words,  as  the  legislature  has,  undoubtedly,  the  power  to  divide 
counties,  where  they  are  too  large,  that  there  is  the  same  power 
to  unite  them,  when  they  are  too  small;  the  power  in  both  cases 
being  derived  from  the  fact  that  by  the  constitution  "all  legis- 
lative power  is  vested  in  the  general  assembly,'*  which  necessar- 

^8ee  Sees,  1861-1370,  VoL  9,  Cydopedla  of  Law. 
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ily  embraces  the  right  to  divide  the  state  into  counties  of  con- 
venient size,  for  the  good  government  of  the  whole.  Politioal 
and  other  collateral  considerations  are  apt  to  connect  themselves 
with  the  subject  of  corporations,  and  thereby  give  to  it  more  im- 
portance than  it  deserves  as  a  dry  question  of  law;  and  the  un- 
usual amount  of  labor  and  learning,  bestowed  on  it,  has  tended 
to  mystify  rather  than  elucidate  the  subject  Divested  of  this 
mystery,  and  measured  in  its  naked  proportions,  a  oorporaticm 
is  an  artificial  body,  possessing  such  powers,  and  having  such 
capacities,  as  may  be  given  to  it  by  its  maker.  The  purpose 
in  making  all  corporations,  is  the  accomplishment  of  some  public 
good.  Hence,  the  division  into  public  and  private  has  a  ten- 
dency to  confuse  and  lead  to  error  in  the  investigation;  for,  un- 
less the  public  are  to  be  benefited,  it  is  no  more  lawful  to  confer 
''exclusive  rights  and  privileges''  upon  an  artifieial  body,  than 
upon  a  private  citizen. 

The  substawtial  distinction  is  fhist  Same  earparoKons  are 
created  by  the  mere  wiU  of  the  legislature,  there  being  no  other 
party  interested  or  concerned.  To  this  body  a  portion  of  the 
power  of  the  legislature  is  delegated  to  be  exercised  for  the  pub- 
lic good,  and  subject  at  all  times  to  be  modified,  changed,  or  an- 
nulled. 

Other  corporations  are  the  result  of  contract.  The  legislature 
is  not  the  only  party  interested;  for  although  it  has  a  public  pur- 
pose  to  be  accomplished,  it  chooses  to  do  it  by  the  instrumentaliiy 
of  a  second  party.  These  two  parties  make  a  contract.  The  leg- 
islature, for  and  in  consideration  of  certain  labor  and  outlay  of 
mxmey,  confers  upon  the  party  of  the  second  part  the  privilege 
of  being  a  corporation,  with  certain  powers  and  capacities.  The 
expectation  of  benefit  to  the  pubKc  is  the  moving  consideration 
on  one  side;  that  of  expected  remuneration  for  the  outlay  is  the 
consideration  on  the  other.  It  is  a  contract;  and,  therefore,  can- 
not be  modified,  changed,  or  annuUed  urithout  the  consent  of  both 
parties. 

So,  corporations  are  either  such  as  are  independent  of  all  con- 
tract, or  such  as  are  the  fruit  and  direct  result  of  a  contract. 

The  division  of  the  state  into  counties  is  an  instance  of  the 
former.    There  is  no  contract,  no  second  party ;  but  the  sovereign. 
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for  the  better  goYenunent  and  management  of  the  whole,  chooses 
to  make  the  division  in  the  same  way  that  a  farmer  divides  his 
plantation  off  into  fields  and  makes  cross  fences,  where  he  chooses. 
The  sovereign  has  the  same  right  to  change  the  limits  of  counties 
and  to  make  them  smaller  or  larger  by  putting  two  into  one,  or 
one  into  two,  as  the  farmer  has  to  change  his  fields ;  because  it 
is  an  affair  of  his  own,  and  there  is  no  seeond  party,  having  a 
direet  interest. 

A  railroad  is  an  instance  of  the  latter.  Certain  individuals 
propose  to  advance  capital,  and  make  a  road  by  which  it  is  sup- 
posed, the  public  are  to  be  benefited,  in  consideration  that  the 
legislature  will  incorporate  them  into  a  company  with  certain 
privileges.  The  bargain  is  struck;  neither  party  has  a  right  to 
modify,  change,  annul,  or  repeal  the  charter  without  the  consent 
of  the  other;  and  (still  to  borrow  an  illustration  from  the  farm- 
er) he  has  in  this  case  leased  out  his  fields  at  a  certain  rent,  and 
has  no  right  to  make  one  larger  and  another  smaller,  without  the 
consent  of  his  tenant. 

Roads  furnish  another  familiar  illustration:  The  county 
court  has  a  public  road  laid  out,  and  an  overseer  and  hands  ap- 
pointed. It  may  be  altered  or  discontinued  by  the  county  au- 
thorities, and  the  overseer  and  hands  have  no  direct  interest  or 
right  to  be  heard  in  the  matter,  except  as  other  citizens.  But, 
if  the  legislature,  instead  of  acting  by  its  agent,  the  county  au- 
thorities, choose  to  make  a  contract  with  certain  individuals,  that, 
if  they  will  raise  funds  and  make  a  road,  they  shall  be  incorpor- 
ated with  the  right  to  exaet  tolls,  etc.,  then  the  road  cannot  be 
altered  or  discontinued  without  the  consent  of  the  corporation. 

When  a  county  is  established,  it  is  done  at  the  mere  will  of  the 
legislature,  because  in  its  opinion,  the  public  good  will  be  thereby 
promoted.  There  is  no  second  party  directly  interested  or  con- 
cerned. There  is  no  contract,  for  no  consideration  moves  from 
any  one,  and  without  a  consideration,  there  cannot  be  a  contract. 
The  discharge  of  certain  duties  by  the  persons,  who  are  appointed 
justices  of  the  peace,  or  sheriff,  clerk,  or  constable,  can,  in  no 
sense  of  the  word,  be  looked  upon  as  a  consideration  for  estab- 
lishing the  county:  In  legal  parlance,  the  '* consideration  is 
past,''— the  thing  is  done^  before  their  appointment.    Some  act 
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for  the  honor  of  the  station,  others  for  the  fees  and  perquisites  of 
office;  but  their  so  doing  did  not  form  a  consideration  for  the 
erection  of  the  county,  and  is  a  mere  incident  to  their  relation  as 
citizens  of  the  county. 

It  was  ingeniously  argued  that,  upon  the  erection  of  a  county, 
certain  rights  attach  by  force  of  the  constitution,  as  the  right  to 
have  at  least  one  member  in  the  house  of  commons ;  and  as  these 
rights  are  conferred  by  the  constitution  it  is  insisted  that,  having 
attached,  it  is  not  in  the  power  of  the  legislature  to  take  them 
away. 

The  argument  is  based  upon  a  f  alla^.  It  is  true,  the  consti- 
tution invests  every  county  with  certain  rights  as  incident  to  its 
existence  as  a  county.  But,  by  no  sound  reasoning,  can  the  in- 
cident be  made  to  override  the  principle;  and  the  ccmstitution, 
by  conferring  these  incidental  rights,  cannot  be  by  any  fair  in- 
ference made  to  interfere  with  the  control  of  the  legislature  on 
the  subject  of  counties,  as  instruments  for  the  good  government 
and  management  of  the  whole  state. 

The  constitution  preordains  these  rights,  but  they  are  put  ex- 
pressly as  incidents  to  the  existence  of  counties;  and  althoui^ 
they  may  very  properly  enter  into  the  question  of  expediency, 
they  have  no  legislative  bearing  upon  the  power  to  create  and 
abolish  counties  as  may  to  the  wisdom  of  the  legislature  seem  fit 
Such  statutes  are  not  the  result  of  contracts.  There  is  no  second 
party  who  pays  a  consideration,  which  is  the  essence  of  every  con- 
tract. Terrett  v.  Taylor,  9  Cranch,  43;  Dartmouth  C!ollege  v. 
Woodward,  4  Wheat.  663;  Phillips  v.  Bury,  2  Term  E.  346. 

Judgment  afeirmed. 


^  ASKEW  V.  HALE  COUNTY.  ^ 

54  Ala.  639.  1875. 

Appeal  from  circuit  court,  Hale  county. 

Bbiceell,  C.  J.  The  argument  in  support  of  the  first  and 
third  counts,  is  the  same  substantially,  and  may  be  thus  stated : 
Counties  are  municipal  corporations,  charged  with  the  minister- 
ial duty  of  keeping  in  repair  the  public  roads  and  bridges,  so  that 
they  shall  be  safe  and  commodious  ways,  for  the  passage  of  the 
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public.  The  law  imposing  the  duty,  for  misfeasance  or  non- 
feasance in  its  performance,  from  which  injury  ensues  to  an  in- 
dividual, an  action  will  lie.  In  support  of  the  argument  refer- 
ence is  made  to  many  of  the  numerous  authorities,  which  hold 
municipal  corporations  enjoined  to  keep  streets,  and  bridges, 
parts  of  the  streets,  in  repair,  and  supplied  with  the  means  of 
performing  the  duty,  are  liable  for  injuries  resulting  from  the 
non-performance,  or  the  unskillful  and  negligent  manner  of  per- 
formance. A  radical  error,  fatal  to  the  argument,  is  in  treating 
the  county  as  a  municipal  corporation.  It  has  corporate  char- 
acteristics, but  it  is  not  a  municipal  corporation,  though  often  so 
termed.  It  is  an  involuntary  political  or  civil  division  of  the 
state,  created  by  statute  to  aid  in  the  administration  of  govern- 
ment. It  is  in  its  very  nature,  character  and  purposes,  public, 
and  a  governmental  agency,  or  auxiliary,  rather  than  a  corpora- 
tion. Whatever  of  power  it  possesses,  or  whatever  of  duty  it  is 
required  to  perform,  originates  in  the  statute  creating  it.  It  is 
created  mainly  for  the  interest,  advantage,  and  convenience  of 
the  people  residing  within  its  territorial  boundaries,  and  the  bet- 
ter to  enable  the  government  to  extend  to  them  the  protection  to 
which  they  are  entitled,  and  the  more  beneficently  to  exercise 
over  them  its  powers.  All  the  powers  with  which  the  county  is 
entrusted,  are  the  powers  of  the  state,  and  aU  the  duties  unth 
which  they  are  charged,  are  the  duties  of  the  state.  If  these  were 
not  committed  to  the  county,  they  must  be  conferred  on  some 
other  governmental  agency.  The  character  of  these  powers,  so  far 
as  counties  in  this  state  are  concerned,  are  all  for  the  purposes  of 
aivU  and  political  organization.  The  levy  and  collection  of  taxes, 
the  care  of  the  poor,  the  supervision  and  control  of  roads^  bridges 
and  ferries,  the  compensation  of  jurors,  attending  the  state 
courts,  and  the  supervision  of  convicts  sentenced  to  hard  labor, 
09  a  punishment,  for  many  violations  of  the  criminal  law,  it  is 
the  general  policy  of  the  state  to  entrust  to  the  several  counties, 
and  are  aU  but  parts  of  the  power  and  duty  of  the  state.  These 
powers  could  be  withdrawn  by  the  state,  in  the  exercise  of  its 
sovereign  wUl,  and  other  instrumentalities  or  agencies  estab- 
lished, and  clothed  with  them.  Loper  v.  Henry  Co.,  26  Iowa, 
267;  Hamilton  Co.  v.  Mighels,  7  Ohio  St.  109;  Eastman  v.  Mere- 
dith, 36  N.  H.  284;  1  Dill.  Mun.  Corp.  §§  10-39.    •    •    • 
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CHAPTER  IL 

ADMINISTRATIVE  CORPORAHONS.* 

STATE  EX  BEL.  BROKING  ET  AL.  v.  VAN  VALBN,  LAW 

JUDGE. 

56  N.  J.  Law,  85.    1893. 

Origixial  applieation  in  the  name  of  the  state  at  the  relation  of 
Henry  Broking  and  others  for  mandamus  to  James  M.  Van 
Valen,  law  judge  of  the  court  of  common  pleas  of  Bei^;en  oounty- 
Heard  on  role  to  show  eanse. 

Denied. 

Argaed  at  the  June  term,  1893,  before  Depus,  Lippikoott,  and 
Abbett,  J  J. 

LiPPiNCOTT,  J.  •  •  •  •  •  The  contention  of  the  relator 
here  is  that  neither  of  these  two  villages  are  incorporated,  but 
certainly  the  statutes  relating  to  them  create  a  board  of  trustees 
as  a  governing  body,  and  confer  corporate  powers  upon  them. 
It  is  true,  the  powers  are  limited,  but  they  are  the  corporate 
powers  usually  conferred  upon  municipalities  of  this  grade.  It 
is  not  necessary  that  all  kinds  of  municipal  powers  should  be 
conferred;  neither  is  it  necessary  that  the  corporate  powers  be- 
stowed be  conferred  by  express  legislative  grant,  in  order  to  cre- 
ate a  body  politic  and  corporate.  Such  express  words  are  in 
many  instances  wanting ;  but  if,  from  the  whole  of  the  statutes, 
incorporation  is  inferred,  it  will  be  sufficient;  and  it  does  seem 
conclusive,  under  the  ordinary  interpretation  of  the  language  of 
the  statutes,  that  corporate  powers  were  conferred.  The  power 
to  issue  bonds  in  the  name  of  the  village  is  a  corporate  power, 
and  if  they  are  not  possessed  of  such  corporate  power  the  words 
of  the  statute  giving  the  i>ower  to  issue  bonds  are  utterly  mean- 


*See  Sees.  1871-1875,  Vol.  9  Cyclopedia  of  Law,  and  cases  therein  eit«l 
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inglen.  The  village  of  Carbtadt  was  incorporated  within  the 
meaning  of  section  66  of  the  act  of  1891,  in  that  there  was  an  in- 
stitution by  these  laws  to  regulate  and  administer  the  internal 
affairs  to  some  extent  of  the  inhabitants  of  that  defined  locality, 
in  matters  peculiar  to  the  village,  and  not  common  to  the  people 
of  the  state  at  large.  There  was  here  an  incorporated  instru- 
mentality to  exercise  powers,  perform  duties,  and  execute  func- 
tions which  were  strictly  municipal  in  their  nature,— powers, 
duties,  and  functions  to  be  exercised  by  local  officers  within  well- 
defined  territorial  limits.  Dillon,  in  his  work  on  Municipal  Cor- 
porations (volume  1,  §  42),  lays  down  a  rule  which  it  would  ap- 
pear is  clearly  applicable  in  the  present  case.  He  says:  ^'Al- 
though corporations  in  this  country  are  created  by  statute,  still 
the  rule  is  here  settled  that  not  only  private  corporations  aggre- 
gate, but  municipal  or  public  corporations  may  be  established 
without  any  particular  form  of  words  or  technical  mode  of  ex- 
pression, although  such  words  are  commonly  employed.  If 
powers  and  privileges  are  conferred  upon  a  body  of  men,  or  upon 
the  residents  or  inhabitants  of  a  town  or  district,  and  if  these 
cannot  be  exercised  and  enjoyed,  and  if  the  purposes  intended 
cannot  be  carried  into  effect,  without  acting  in  a  corporate  ca- 
pacity, a  corporation  is  to  this  extent  created  by  implication. 
The  question  is  upon  the  intent  of  the  legislature,  and  this  can 
be  shown  constructively,  as  well  as  expressly.'*  Inhabitants  v. 
Wood,  13  Mass.  193,  was  a  ease  where  the  question  was  whether 
the  plaintiffs  were  a  corporate  body,  with  power  to  sue.  They 
were  not  incorporated  expressly.  But  by  statute  the  inhabitants 
of  the  several  school  districts  were  empowered,  at  any  meeting 
properly  called,  to  raise  money  to  erect,  repair,  or  purchase  a 
sohoolhouse,  to  determine  its  site,  etc.,  the  majority  binding  the 
minority.  The  opinion  of  the  court  was  that  the  plaintiffs  pos- 
sessed sufficient  corporate  powers  to  maintain  an  action  on  a  con- 
tract to  build  a  schoolhouse  and  to  make  to  them  a  lease  of  land. 
The  village  of  Carlstadt,  upon  a  contract  to  pave  sidewaUs, 
could  maintain  an  action;  and  so,  too,  could  an  action  be  main- 
tained against  them  to  levy  the  assessments  in  accordance  with 
the  statute,  to  pay  the  expense  of  such  paving.  The  villages 
here  were  possessed  of  limited  corporate  powers  of  a  very  simple 
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fiTade,  but  the  powers  conferred  were  no  less  corporate.  Acts  of 
the  legislature  have  been  frequently  passed  incorporating  towns 
and  villages  within  townships  for  special  and  limited  purposes. 
In  such  cases  the  inhabitants  of  the  district  incorporated  re- 
mained inhabitants  of  the  township  within  which  the  town  is 
situate  for  all  purposes  except  those  within  the  objects  of  the 
municipal  government^  and  the  jurisdiction  of  the  township 
officers  continues  over  them  only  so  far  as  not  inconsistent  with 
the  provisions  of  the  incorporating  act.  State  v.  Troth,  34  N.  J. 
Law,  387.  The  village  incorporation  is  of  the  lowest  grade,  con- 
ferring the  most  limited  powers.  It  ranks  below  the  borough  or 
the  town,  but  within  its  range  its  incorporated  powers  are  as 
amply  protected  as  those  of  a  city.  The  conclusion  in  this  ease 
is  reached  that  the  villages  of  Carlstadt  and  New  Carlstadt  are 
incorporated  villages  within  the  interpretation  of  the  sixty-oxtii 
section  of  the  act  of  1891,  as  amended,  and  they  cannot  take 
advantage  of  the  other  provisions  of  that  act,  or  be  compelled  to 
accept  them,  except  in  accordance  with  the  provisions  of  that 
section.    Therefore  the  mandamus  is  befusbd,  with  costs. 
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CHAPTER  IIL 

INCORPORATION  OF  MUNICIPAUTIES  AND  LEGISLATIVE 
CONTROL.* 

Creation  by  Implication.** 

PRINCE  ET  AL.  v.  CBOCKEE  ET  AL. 

166  Mass.  347.    1896. 

Report  from  supreme  judicial  court,  Suffolk  county;  James 
M.  Morton^  Judge. 

Bill  by  one  Prince  and  others  against  one  Crocker  and  others 
to  restrain  defendants  from  proceeding  to  construct  a  subway 
under  the  streets  of  Boston.  A  demurrer  to  the  bill  was  sus- 
tained, and  the  case  reported. 

DiBMIBSED. 

AiaJES,  J.  The  general  complaint  of  the  plaintiffs,  as  stated 
in  their  bill,  is  that,  if  the  transit  commissioners  are  permitted 
to  proceed  in  the  execution  of  the  enterprise  committed  to  them 
by  St.  1894,  c.  548,  they  will  involve  the  city  of  Boston  in  an  in- 
debtedness or  liability  of  many  millions  of  dollars  beyond  the 
limit  of  indebtedness  prescribed  by  the  laws  of  the  common- 
wealth, and  will  do  this  without  the  authority  of  the  city  council 
or  the  eonsent  of  the  taxpaying  citizens;  and  also  that  this 
statute  would  have  the  effect  to  deprive  the  city  of  many  rights 
and  privileges  belonging  to  its  inhabitants,  and  especially  that 
it  would  infringe  rights  which  relate  to  the  control  of  the  streets 
and  highways  of  the  city  by  the  aldermen  and  street  commis- 


*8ee  Sees.  1876-1878,  Vol.  9,  Oyclopedia  of  Law,  and  cases  therein  cited. 
••See  Sec  1377,  Vol.  9,  Cyclopedia  of  Law. 
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fiioners ;  all  in  violation  of  the  rig^t  of  the  inhabitants  of  the  city 
to  govern  themselves. 

It  is  provided  by  section  40  of  the  statute  that  the  transit  eom- 
mission  shall  not  '^take  any  land  or  commence  the  eonstmction 
of  any  subway  or  tunnel  until  this  act  shall  be  accepted  by  a 
majority  of  the  voters  of  said  city  voting  at  some  special  election 
called  by  the  mayor/'  etc.  In  the  printed  copy  of  the  subway 
legislation  furnished  to  us  by  mutual  consent  of  counsel  it  is 
stated  that  this  act  was  accepted  at  a  special  election  held  July 
24, 1894.  There  is  no  averment  in  the  bill  that  no  such  vote  of 
acceptance  had  been  passed,  and,  though  the  briefs  on  both  sides 
say  little  or  nothing  on  this  point,  yet  it  is  implied  in  the  briefs 
furnished  by  one  of  the  counsel  for  the  plaintiffs  (Mr.  Bryant) 
that  there  had  been  such  an  acceptance,  and  it  is  then  contended 
that  the  people  at  the  polls  are  not  the  tribunal  to  determine  what 
debts  shall  be  incurred  by  or  in  behalf  of  the  city,  because,  by  a 
law  which  stands  unrepealed,  that  question  is  to  be  determined 
by  both  branches  of  the  city  government,  and  a  two-thirds  vote 
of  each  branch  is  required  to  authorize  the  incurring  of  a  debt 
by  the  city.  As  the  fact  of  the  acceptance  of  the  statute  has 
significance  in  certain  aspects  of  the  questions  presented,  we  will 
state  at  the  outset  that,  in  the  absence  of  any  averment  to  the 
contrary,  we  assume  that  such  a  vote  of  acceptance  was  duly 
passed.  This  is  a  fact  of  which  the  court  should  take  judicial 
notice.  Andrews  v.  Knox  Co.,  70  IlL  65;  State  v.  Swift,  69  Ind. 
505 ;  Bauch  v.  Com.,  78  Pa.  St.  490.  Moreover,  it  is  very  doubt- 
ful, to  say  the  least,  whether  the  plaintiflBs,  as  taxpaying  inhabi- 
tants, have  any  standing  to  maintain  the  bill  in  their  own  names, 
except  upon  the  assumption  that  the  vote  to  accept  the  statute  is 
virtually  a  vote  to  raise  or  to  pay  money,  within  the  meaning 
of  Pub.  St.  c.  27,  §  129.  In  this  commonwealth,  contrary  to 
what  has  been  held  in  some  other  jurisdictions,  a  suit  like  the 
present  has  been  considered  not  to  fall  within  the  general  juris- 
dietion  of  a  court  of  equity.  Baldwin  v.  Wilbraham,  140  Mass. 
459, 4  N.  E.  829 ;  Steele  v.  Signal  Co.,  160  Mass.  36,  35  N.  E.  105; 
Carlton  v.  City  of  Salem,  103  Mass.  141.  By  Pub.  St  c.  27, 
§  129,  when  a  town  votes  to  raise  by  taxation  or  pledge  of  its 
credit,  or  to  pay  from  its  treasury,  any  money  for  a  purpose 
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other  fhan  those  for  which  it  has  the  legal  right  and  power,  it 
may  be  restrained  by  this  court  upon  the  suit  or  petition  of  not 
less  than  10  taxable  inhabitants.  The  case  of  Frost  v.  Belmont, 
6  Allen,  152,  was  brought  under  St.  1847,  c.  37,  which  was  like 
Pub.  St.  0.  27,  §  129.  The  caae  of  Lowell  v.  City  of  Boston,  111 
Mass.  454,  was  also  brought  under  the  similar  provision  found 
in  Oen.  St.  c.  18,  §  79.  No  point  was  there  made  that  under  the 
statute  the  petitioners  had  no  right  to  be  heard. 

It  is  contended,  however,  by  the  present  defendants  that  the 
plaintiffs  have  no  standing  to  maintain  this  bill,  but  in  favor  of 
affording  a  remedy  against  a  use  of  public  money  which  is  sup- 
posed to  be  illegal  we  think  a  somewhat  liberal  construction 
should  be  given,  and  that  the  vote  to  accept  the  statute  is  suf- 
ficient to  give  the  plaintiffs  a  standing  in  court  under  Pub.  St. 
c.  27,  §  129. 

The  two  principal  grounds  upon  which  the  plaintiffs  contend 
that  8t.  1894,  c.  548,  as  a  whole,  is  invalid,  are  that  it  imposes 
a  heavy  debt  upon  the  dty,  and  to  a  certain  extent  takes  awa/y 
from  the  dty  the  control  of  its  streets.  The  plaintiffs  deny  the 
power  of  the  legislature  to  do  either  of  these  things  without  the 
authority  of  the  city  council,  or  the  consent  of  the  taxpaying 
citizens  of  the  dty.  It  has,  however,  been  established  by  a  great 
weight  of  usage  and  authority  that  the  legislature  may  impose 
such  a  duty  and  burden  upon  towns  and  cities  without  their  own 
consent.  We  do  not  deem  it  necessary  to  go  into  an  extended 
discussion  of  this  subject,  or  to  consider  what  objects  may  be  so 
special  or  local  in  their  character  as  not  to  come  within  the  gen- 
eral rule.  As  to  roads  of  all  kinds  and  bridges  and  sewers  the 
doctrine  is  well  established  in  this  commonwealth  and  elsewhere 
that  the  legislature  may  prescribe  what  shall  be  done,  and  re- 
quire cities  and  towns  to  bear  the  expense  to  such  an  extent  and 
in  such  proportions  as  it  may  determine.  The  powers  which  had 
been  given  to  cities  and  towns  by  the  legislature  by  special  or  by 
general  laws  are  in  no  sense  a  contract,  and  do  not  become  vested 
rights  as  against  the  legislature.  Goolidge  v.  Brookline,  114 
Mass.  59^  596,  597;  Inhabitants  of  Agawam  v.  Hampden  Co., 
180  Mass.  528,  530;  In  re  Kingman,  153  Mass.  566,  573,  576,  27 
N.  B.  778;  People  v.  Morris,  13  Wend.  325;  Sloan  v.  State,  8 
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Blackf  .  361 ;  People  v.  Plagg,  46  N.  Y.  401 ;  City  of  Philadelphia 
v.  Field,  58  Pa.  St.  320;  Pumphrey  v.  Mayor,  etc.,  of  Baltimore, 
47  Md.  145;  DiU.  Mun.  Corp.  (4th  Ed.)  §§  54,  73,  74,  831,  and 
other  cases  there  cited.  If  this  power  were  otherwise  donbtful, 
in  the  present  case  the  statute  under  eoosideration  is  not  per- 
emptory and  absolute,  but  it  remained  inoperative  until  accepted 
by  a  majority  of  the  voters  of  the  city.  The  plaintiffs  contend 
that  the  statute  is  to  become  operative  without  the  authority  of 
the  city  council  or  the  consent  of  the  taxpa3dng  citizens ;  but,  if 
a  consent  were  necessary,  we  know  of  no  authority  or  legal  reason 
for  requiring  any  other  consent  than  that  of  qualified  voters. 
In  Merrick  v.  Amherst,  12  Allen,  500,  506,  the  court,  while  in- 
timating that  no  consent  at  all  was  necessary,  said :  ''To  guard 
against  all  danger  of  mistake,  and  to  obtain  the  highest  evidence 
from  those  most  interested  that  the  imposition  of  the  tax  was 
not  unequal  or  disproportionate  to  the  expected  benefits,  the 
legislature  required  that  it  should  be  laid  on  the  inhabitants  of 
the  town  unless  two-thirds  of  the  voters  at  a  meeting  to  be  called 
for  the  purxKxse  should  assent  to  its  impositicm."  The  instances 
where  legislatures  have  provided  that  towns  or  cities  or  counties 
might  or  should  bear  the  whole  or  a  portion  of  the  expense  of 
local  improvements  in  case  the  qualified  voters  should  assent,  and 
not  otherwise,  are  numberless.  In  our  own  statutes,  from  early 
times,  such  legislation  has  been  common.  In  the  Public  Statutes 
now  in  force  many  instances  are  found  enacting  that  cities  and 
towns  may  by  vote  accept  the  provisions  of  certain  statutes,  and 
thereupon  shall  be  subject  to  certain  duties  and  burdens.  There 
have  been  many  special  laws  to  the  same  effect.  It  cannot  be 
necessary  to  cite  more  than  a  few  illustrative  instances:  Pub. 
St.  c.  27,  §§  10-13,  27,  29,  44,  65,  69,  74;  Id.  c.  28,  §§  3,  22,  23; 
Id.  c.  35,  §  4;  Id.  c.  45,  §§  44,  52;  Id.  c.  50,  §§  20,  22,  25;  Id.  c 
51,  §  10;  Id.  c.  80,  §§  8-13.  By  the  second  amendment  to  the 
constitution,  city  governments  cannot  be  established  except  with 
the  consent  and  on  the  application  of  a  majority  of  the  inhabi- 
tants of  the  town  present  and  voting  thereon  at  a  meeting.  All 
of  the  cities  of  the  commonwealth  have  been  incorporated  under 
this  amendment.  Larcom  v.  Olin,  160  Mass.  102, 104, 108,  35  N. 
E.  113.    When  the  legislature  imposes  such  a  condition  in  order 
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to  bind  a  city  or  town  or  comity  to  assume  a  particular  burden, 
it  must  be  complied  with;  but  an  assent  by  vote  will  give  full 
effect  to  the  statute,  aud  the  city,  town,  or  county  will  thereupon 
become  bound.  Hampshire  v.  Franklin,  16  Mass.  76,  87,  90; 
Stone  V.  Charlestown,  114  Mass.  214;  Central  Bridge  Corp.  v. 
City  of  Lowell,  15  Gray,  106,  116 ;  St.  Joseph  Tp.  v.  Rogers,  16 
Wall.  644,  662,  663 ;  Board  v.  Aspinwall,  21  How.  539 ;  Dill.  Mun. 
Corp.  §§  519,  526,  544,  551-553,  and  cases  there  cited.  It  is  not 
material  that  the  work  is  not  put  in  charge  of  the  street  com- 
missioners of  the  city.  The  legislature  might  provide  for  doing 
the  work  at  the  expense  of  the  city,  but  through  other  agents  than 
those  regularly  appointed  by  the  city;  it  might  impose  lidbnUty 
on  the  city,  incur  the  expense,  and  require  payment  by  the  city. 
The  acceptance  of  the  act  by  the  city  precludes  objection  on  this 
score,  even  if  such  objection  would  otherwise  have  been  open. 

The  foregoing  considerations  apply  to  the  bridge  over  Charles 
river,  provided  for  in  section  30,  as  well  as  to  the  subway  itself. 

It  is  further  contended  that  taxation  can  only  be  for  a  public 
use;  that  the  term  '' public  use,"  in  reference  to  taxation,  has  a 
more  restricted  meaning  than  when  applied  to  the  taking  of  land 
by  eminent  domain ;  that  the  subway  will  not  be  a  highway,  or 
open  and  free  to  be  used  by  the  public  for  driving  or  walking; 
that,  when  finished,  the  statute  authorizes  the  transit  commission 
virtually  to  grant  a  lease  of  it  to  any  street-railway  company  for 
50  years ;  and  that  the  use  of  the  subway  which  is  contemplated 
is  not  a  public  use.  That  the  legislature  can  authorize  a  city  or 
town  to  tax  its  inhabitants  only  for  public  purposes  is  well 
settled  and  familiar.  Opinion  of  Justices,  155  Mass.  596,  601,  30 
N.  E.  1142,  and  cases  there  cited.  But  railroads  are  always  held 
to  be  built  for  public  use,  whether  the  right  to  take  land  or  the 
right  to  grant  pecuniary  aid  to  them  is  considered.  The  legisla- 
ture of  this  commonwealth  has  grantea  aid  to  railroad  corpora- 
tions from  its  own  treasury.  See  instances  cited  in  Kingman, 
Petitioner,  153  Mass.  570,  27  N.  B.  778.  It  has  also  in  a  number 
of  instances  authorized  cities  and  towns  to  furnish  such  aid  by 
subscribing  to  stock  or  otherwise.  For  illustrations,  see  St.  1852, 
c.  156;  St.  1855,  cc.  394,  395;  St.  1860,  cc.  34,  184;  St.  1861,  c 
96;  St.  1862,  cc.  56,  78;  St.  1863,  ec.  96,  104,  105;  St.  1864^  oe. 
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11,  242,  245,  246,  249,  260.  FinaUy  sach  mimicipal  aid 
authorized  by  general  laws.  St.  1870,  c.  325,  §  3;  St.  1874^  c 
372,  §  35;  Pub.  St.  c.  112,  §  46.  The  constitutionality  of  sneh 
legislation  has  not  been  brought  into  direct  controvert  before 
this  court,  but  indirectly  it  has  been  recognized.  Kittredge  ▼. 
Inhabitants  of  North  Brookfield,  138  Mass.  286;  Com.  v.  Inhabi- 
tants of  Williamstown,  156  Mass.  70,  30  N.  S.  472.  And  else- 
where it  has  been  established  by  such  a  weight  of  judicial  author- 
ity that  we  regard  it  as  settled.  Olcott  v.  Supervisors,  16  WalL 
678,  694-696;  Railroad  Co.  v.  Otoe  Co.,  Id.  667;  Pine  Grove  Tp. 
V.  Talcott,  19  Wall.  666;  Dill.  Mun.  Corp.  (4th  Ed.)  §§  153-158, 
508.  The  building  of  the  subway  for  the  carriage  of  such  pas- 
sengers as  pay  the  regular  fare  is  therefore  for  a  public  use,  and 
it  is  within  the  constitutional  power  of  the  legislature  to  order 
or  sanction  taxation  for  it    •    •    • 


Legislative  Control  of  Municipalities.^ 

STATE  V.  BUENS. 

45  La.  Ann.  34.  1893. 

Appeal  from  recorder's  court  of  New  Orleans;  Marius  S. 
Bringier,  Judge. 

Thomas  Bums  was  convicted  of  being  an  idle  and  disorderly 
person,  and  appeals.    Bevebsed. 

McEneby,  J.  The  defendant  was  prosecuted,  convicted,  and 
fined  before  the  recorder's  court,  in  the  city  of  New  Orleans,  for 
violating  section  1  of  Ordinance  No.  5046,  Administration  Series. 
He  appealed. 

Among  the  several  grounds  selected  for  attacking  the  ordi- 
nance, it  is  alleged  that  it  is  ultra  vires,  illegal,  and  unconstitu- 
tional. The  ordinance  is  intended  to  punish  idle  persons.  It  pre- 
scribes the  conditions  which  shall  constitute  idleness.  Article  1 
of  said  ordinance  provides  **that  any  person,  being  able,  wholly 


•See  flee  1378,  Vol.  9,  Cyclopedia  of  Law. 
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or  in  part,  to  maintain  himself  or  herself,  or  his  or  her  family, 
by  work  or  other  means,  and  fails  to  do  so,  •  •  •  shall  be 
deemed  an  idle  or  disorderly  person."  The  defendant's  wife, 
upon  whose  testimony  he  was  eonvieted,  made  an  affidavit 
against  her  husband,  as  follows:  ''That  on  the  21st  day  of  De- 
cember, 1891,  at  about  ten  o'clock  a.  m.,  on  Bolivar  street,  be- 
tween Gravier  and  Perdido,  in  this  district  and  city,  one  Thomas 
Bums  did  then  and  there  violate  Ordinance  No.  5046,  Admin- 
istration Series,  section  No.  1,  in  this,  to  wit,  by  failing  to  provide 
for  his  lawful  wife  and  children."  The  city  attorney,  in  an 
elaborate  brief,  contends  that  the  authority  of  the  city  to  enact 
said  ordinance  is  fully  covered  by  the  city  charter  of  1870,  under 
the  power  granted  to  the  city  by  the  legislature  to  regulate  and 
preserve  the  public  peace  and  good  order  of  the  city,  and  to  pro- 
vide for  and  maintain  its  cleanliness  and  health.  There  can  be 
no  doubt,  as  stated  by  the  learned  city  attorney,  that  the  city  is 
interested  that  a  husband  and  father  may  not  permit  his  wife  and 
children  to  be  dependent  upon  public  charity,  and,  being  well 
provided  for,  this  tends  to  promote  the  health  of  the  city,  by  in- 
ducing cleanliness,  and  prevents  temptation  to  vice  and  crime. 
But  the  utmost  latitude  of  construction  could  not  vest  in  the  city, 
under  its  charter,  the  power  to  regulate  the  domestic  relations. 
There  are  certain  moral  and  civil  duties,  the  violation  of  which 
the  state  has  not  made  a  penal  offense.  Some  matters  of  individ- 
ual conduct  are  left  to  the  individual  conscience  by  the  state,  to 
which  no  penalty  is  attached  for  their  violation.  When  they 
amount  to  a  civil  duty,  means  are  provided  by  the  legislative 
policy  of  the  state  for  their  enforcement.  The  general  policy  of 
the  state  has  made  marriage  a  civil  contract.  To  enforce  the  ob- 
ligations resulting  from  it,  civil  remedies  are  provided,  to  which 
the  complaining  party  must  resort  for  redress.  The  Ordinance 
No.  5046,  §  1,  or  that  part  of  it  under  which  defendant  was  con- 
victed, is  therefore  inconsistent  with,  and  in  conflict  with,  the 
general  policy  of  the  state,  as  it  has,  in  its  general  laws,  regulated 
all  the  civil  duties  arising  from  the  marriage  contract,  and  has 
not  authorized  the  city  of  New  Orleans  to  make  any  change  in 
relation  thereto.    1  Dill.  Mun.  Corp.  §  329. 

The  city  has  the  power  to  punish  idle  persons  or  vagrants.  But 
H  must  he  done  under  th$  general  law  of  the  state,  since  the  legis^ 
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lature  ha$  enacted  one  an  thie  subject,  and  defities  the  limits  of 
the  city's  powers  thereunder.  Section  3877,  Bev.  St.  provides 
''that  all  idle  persons,  who,  not  having  visible  means  to  Tnaintain 
themselves,  live  without  employment;  all  persona  wandering 
abroad,  and  lodging  in  groceries^  taverns,  beer  honses,  market 
places,  sheds,  bams,  uninhabited  buildings,  or  in  the  open  air, 
and  not  giving  a  good  account  of  themselves ;  all  persons  wander- 
ing abroad  and  begging,  or  who  go  about  from  door  to  door,  or 
place  themselves  in  the  streets,  highways,  passages,  or  other  public 
places,  to  beg  or  receive  alms;  habitual  drunkards,  who  shall 
abandon,  neglect,  or  refuse  to  aid  in  the  support  of  their  families, 
and  who  may  be  complained  of  by  their  families,— shall  be 
deemed  vagrants.''  The  city  ordinance  cannot  enlarge  this 
statute.  The  laws  of  the  state  operate  within  the  corporate 
Umits  of  the  dty  of  New  Orleans,  and  upon  its  inhabitants,  as 
elsewhere  in  the  state.  The  city  has  not  been  exempted  from  the 
effects  of  this  general  law.  The  city  ordinance  mujai;  conform  to 
this  statute,  when  punishing  vagrancy,  unless  the  vagrant  is 
armed  with  picklock  or  other  instrument  with  the  probable 
intention  of  committing  a  felony,  when  it  must  conform  to  sec- 
tion 3883,  Bev.  St.,  and  following  sections.  It  is  not  alleged  that 
the  defendant  was  an  habitual  drunkard,  who  had  abandoned  his 
family,  or  who  refused  to  aid  in  their  support.  A  subsequent 
clause  in  section  1,  Ordinance  No.  5046,  conforms  to  this  require- 
ment of  legislative  policy.  But  the  first  part  of  said  section, 
quoted  above,  under  which  defendant  was  convicted,  is  not  em- 
braced within  the  general  statute  of  the  state  regulating  va- 
grancy, and  it  is  in  conflict  with  the  laws  of  the  state  relating  to 
the  marriage  contract ;  and  it  is,  therefore,  illegal,  null,  and  void 
It  is  therefore  ordered,  adjudged,  and  decreed  that  the  judgment 
appealed  from  be  annulled,  avoided,  and  reversed,  and  the  de- 
fendant DISCHARGED. 
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CHAPTER  IV. 

MUNICIPAL  CHARTERS,  THEIR  POWERS,  NATURE,  COHSTRVO 
TION  AND  UMITATIONS.* 

Canons  of  Construction  of  City  Charters*^ 

TOWN  OF  NEWPORT  v.  BATBSVILLE  &  B.  BY.  CO. 

24  S.  W.  42r,  58  Ark.  270. 

Supreme  court  of  Arkansas.    Dec.  9, 1893. 

Appeal  from  circuit  court,  Jackson  county ;  James  W.  Butler, 
Judge. 

Action  by  the  Batesville  &  Brinkley  Railway  Company  against 
the  town  of  Newport  on  a  contract  for  the  construction  of  a 
levee.  From  a  judgment  for  plaintiff,  defendant  appeals.    Be- 

YEBSED. 

Hughes,  J.  The  facts  in  this  case  are  substantially  as  follows : 
The  town  of  Newport  made  a  contract  with  the  Batesville  & 
Brinkley  Railway  Company  to  construct  a  levee  on  two  sides  of 
the  town  to  protect  it  from  overflow,  and  was  to  pay  the  company 
therefor,  in  the  warrants  of  tiie  town,  $10,000,  and  the  railway 
company  was  to  have  the  privilege  of  using  the  levee  as  a  road- 
bed for  its  raUway.  One  line  of  the  levee  was  completed,  ac- 
cepted, and  paid  for  by  the  town,  after  which  it  declined  and  re- 
fused to  accept  and  pay  for  the  other  line  of  the  levee,  one  of 
these  lines  being  north,  and  the  other  south,  of  the  town.  The 
company  having,  as  it  contends,  completed  the  levee  according 
to  the  contract,  brought  this  suit  to  recover  a  balance  of  $4^480, 
which  it  alleges  to  be  due  on  the  contract.  There  is  also  a  quan" 
turn  meruit  count  in  the  complaint,  for  work  and  labor  done,  and 
materials  furnished,  in  constructing  a  levee  at  the  instance  and 
request  of  the  town.    The  town  answered,  admitting  that  it  at- 


•See  Sees.  1379-1S90,  Vol.  0,  Cyclopedia  of  Law,  and  cases  therein  cited 
••See  Sec.  1384  et  seq.,  Vol.  9,  Cyclopedia  of  Law. 
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tempted  to  execute  the  contract,  but  says  the  contract  was  made 
for  the  purpose  of  inducing  the  railway  to  locate  and  construct 
its  road  through  the  town,  and  to  establish  one  of  its  principal 
stations  there,  and  denies  the  power  of  the  town  to  make  the  con- 
tract. It  also  denies  that  the  levee  was  constructed  for  its  use, 
or  at  its  request,  and  says  that  it  was  constructed  for  the  use  of 
the  railway  company.  It  also  says  that  the  work  was  not  done 
according  to  contract;  and  that  the  work  and  materials  of  the 
raDway  company  were  not  of  the  value  alleged;  and  that  it  had 
paid  full  value  for  all  work  done  and  materials  furnished.  The 
cause  was  submitted  to  a  jury  upon  the  evidence  in  the  case,  and 
instructions  by  the  court  recognizing  power  in  the  town  council 
to  make  a  contract  to  construct  a  levee.  All  proper  exceptions 
were  preserved  to  the  instructions  given  by  the  court,  and  to  the 
court's  refusal  of  instructions,  in  effect  denying  power  in  the 
town  council  to  make  the  contract.  The  fifth  instruction  given 
by  the  court,  to  which  exception  was  saved,  is  as  follows:  "The 
jury  are  instructed  that  if  they  find  from  the  evidence  in  this 
case  that  the  defendant  entered  into  a  contract  with  the  plaintiff 
to  pay  it  $10,000  in  town  warrants  for  the  construction  of  a  levee 
described  in  the  written  contract  made  with  the  defendant,  to- 
gether with  its  crossings  and  drains,  and  under  that  contract  the 
plaintiff,  with  the  full  knowledge  and  consent  of  the  defendant, 
under  the  supervision  of  its  council  or  a  committee  appointed 
by  it,  proceeded  to  construct  said  levee  under  said  contract,  with 
the  privilege  of  using  it  as  a  roadbed  or  railroad  track,  and  to 
keep  the  same  in  proper  repair,  and  the  plaintiff  did  so  construct, 
use,  and  keep  the  same  in  repair,  so  far  as  permitted  by  the  de- 
fendant, they  will  find  for  the  plaintiff  whatever  may  be  shown 
to  be  due  and  unpaid  under  said  contract"  The  jury  found 
specially  that  the  railway  company,  in  constructing  the  levee 
around  the  town,  had  complied  substantially  with  the  contract 
sued  upon,  and  returned  a  verdict  for  the  railway  company. 
The  appellant  seeks  to  reverse  this  judgment  on  appeal  to  this 
court. 

Had  the  incorporated  town  of  Newport  the  power  to  make  the 
contract  which  was  the  foundation  of  this  suitf   In  1  Dill.  Mun. 
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Corp.  §  89^  it  is  said:  ''It  is  a  general  and  undisputed  proposi- 
tion of  law  that  a  municipal  corporation  possesses  and  can  exer- 
cise the  following  powers,  and  no  others:  First,  those  granted 
in  express  words;  second,  those  necessarily  or  fairly  implied  in 
or  incident  to  the  powers  expressly  granted;  third,  those  essen- 
tial to  the  declared  objects  and  purposes  of  the  corporation,  not 
simply  convenient,  but  indispensable.  Any  fair,  reasonable 
doubt  concerning  the  existence  of  power  is  resolved  by  the  courts 
against  the  corporation,  and  the  power  is  denied.''  In  Spauld- 
ing  V.  City  of  Lowell,  23  Pick.  71,  74,  Chief  Justice  Shaw,  in 
speaking  of  municipal  and  public  corporations,  says:  *'They  can 
exercise  no  powers  hut  those  which  are  conferred  upon  them  by 
the  act  by  which  they  are  constituted,  or  such  as  are  necessary 
to  the  exercise  of  their  corporate  powers,  the  performance  of 
their  corporate  duties,  and  the  accomplishment  of  the  purposes 
of  their  association/*  **It  is  proper,  too,  that  these  powers 
should  be  strictly  construed,  considering  urith  how  little  care 
chartered  privileges  are  these  days  granted/^  Bank  v.  Town  of 
Chillicothe,  7  Ohio,  pt.  2,  pp.  31,  35;  Port  Huron  v.  McCall,  46 
Mich.  565, 10  N.  W.  23.  ''They  act,  not  by  any  inherent  right  of 
legislation,  like  the  legislature  of  the  state,  but  their  authority 
is  delegated,  and  their  powers,  therefore,  must  be  strictly  pur- 
sued." Is  there  any  express  grant  of  power  to  an  incorporated 
town  to  make  a  contract  for  the  building  of  a  levee  f  Section 
740,  Mansf.  Dig.,  provides  that  "the  city  council  shall  have 
power  to  establi^ '  "  ^.  construct  and  to  regulate  landing  places, 
levees,'*  etc.  Section  8  of  the  incorporation  act  of  March  9, 1875. 
This  ref  eis  to  cities  of  the  first  and  second  class,  but  not  to  in- 
corporated towns.  Their  powers  are  not  always  the  same.  In 
enumerating  the  powers  of  municipal  corporations  of  all  classes 
in  section  18  of  the  act  of  March  9,  1875,  the  power  to  construct 
levees  is  not  given,  though,  as  we  have  seen,  it  is  given  in  section 
8  of  the  act  to  cities  of  the  first  and  second  .^ass.  It  follows, 
therefore,  that  there  is  no  express  grant  of  power  to  incorporated 
towns  to  construct  levees. 

Construing  the  powers  of  municipal  corporations  strictly,  does 
it  appear  beyond  "any  fair,  reasonable  doubt"  that  the  power 


Digitized  by 


Google 


3S4  MUNICIPAL  CHARTBRS,  THEIR  POWBRa.  STTO. 

of  an  incorporated  town  to  make  a  contract  for  the  constmction 
of  a  levee  exists t  Is  such  power  '^necessarily  or  fairly  implied 
in  or  incident  to  the  powers  expressly  granted/'  or  is  such  a 
power  ''essential  to  the  declared  objects  and  purposes  of  the  cor- 
poration,  not  simply  convenient,  but  indispensable  t"  It  does 
not  appear  to  us  that  it  is  necessary  that  an  incorporated  town 
should  possess  such  a  power,  in  order  to  the  exercise  of  its  cor- 
porate powers,  the  performance  of  its  corporate  duties,  and  the 
accomplishment  of  the  purposes  of  its  organization.  Unless  such 
is  the  case,  the  power  is  not  implied  from  the  grant  of  general 
I)Owers  to  an  incorporated  town.  Spaulding  v.  City  of  Lowell, 
23  Pick.  71,  74.  No  ''long-established  and  well-settled  usage" 
appears  to  have  existed  with  incorporated  towns  to  exercise  the 
power  to  construct  levees.  In  Mintum  v.  Larue,  23  How.  435, 
the  court  said:  "It  is  a  well-settled  rule  of  construction  of 
grants  by  the  legislature  to  corporations,  whether  public  or  pri- 
vate, that  only  such  powers  and  rights  can  be  exercised  under 
them  as  are  clearly  comprehended  within  the  words  of  the  acts, 
or  derived  therefrom  by  necessary  (fair  and  reasonable)  impli- 
cation, regard  being  had  to  the  objects  of  the  grant.  Any  am- 
biguity or  doubts  arising  out  of  the  terms  used  by  the  legislature 
must  be  resolved  in  favor  of  the  public."  Thomson  v.  Lee  Co., 
3  Wall.  327.  In  Leonard  v.  City  of  Canton,  a  good  reason  is 
given  for  the  rule  that  grants  to  corporations  by  the  legislature 
should  be  strictly  construed.  It  is  because  they  "are  invested 
with  a  portion  of  the  authority  that  prop^.!^  appertains  to  the 
sovereign  power  of  the  state,'*  and  the  state  never  surrenders  its 
just  authority  save  by  grants  that  are  clear  and  unambiguous. 
35  Miss.  189.  When  the  exercise  of  power  by  a  municipal  cor- 
poration will  result  in  the  imposition  of  burdens  or  taxes  upon 
the  inhabitants,  the  existence  of  the  power  ought  to  be  clear,  be- 
yond a  fair,  reasonable  doubt.  A  different  rule  might  lead  to 
mischievous  and  jppressive  consequences.  We  are  of  the  opinion 
that  the  incorporated  town  of  Newport,  in  making  the  contract 
for  the  construction  of  the  levee  in  this  case,  acted  without  either 
express  or  implied  power,  and  that  the  contract  was  therefore 
void. 
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Was  the  contract  such  as  could  be  ratified  by  accepting  the 
benefit  of  work  done  under  it,  or  is  the  town  estopped  by  permit- 
ting the  work  to  be  done  under  it,  and  accepting  the  benefit  of 
such  workt  In  Schumm  v.  Seymour,  24  N.  J.  Eq.  144,  it  is  said: 
^' It  is  a  general  and  fundamental  principle  of  law  that  all  per- 
sons contracting  with  a  municipal  corporation  must  at  their  peril 
inquire  into  the  power  of  the  corporation  or  its  officers  to  make 
the  contract,  and  a  contract  beyond  the  scope  of  the  corporate 
powers  is  void."  "The  doctrine  of  equitable  estoppel  has  no 
place  in  a  case,  where  usurped  powers  have  been  exercised  by 
municipal  officers,  who  in  doing  so  were  contravening  public 
policy,  as  well  as  known,  positive  law."  ** Where  officials  are 
acting  within  the  terms  of  their  delegated  powers,  though  they 
may  be  acting  carelessly,  negligently,  or  in  culpable  betrayal  of 
their  trust,  they  are  the  agents  of  those  whose  property  is  liable 
to  be  charged,  and  if  the  latter  acquiesce  in  or  fail  to  interpose, 
when  the  negligent  or  culpable  conduct  of  their  agents  is  open 
to  their  view,  they  will  not  afterwards  be  allowed  to  set  it  up 
when  the  eflFect  of  so  doing  will  be  to  subject  innocent  parties  to 
the  burden  that  would  otherwise  fall  upon  themselves."  Judge 
Dillon,  in  section  463,  1  Dill.  Mun.  Corp.,  states  the  law  in  this 
behalf  plainly  and  tersely,  thus :  **  A  municipal  corporation  may 
ratify  the  unauthorized  acts  and  contracts  of  its  agents  or 
officers  which  are  within  the  scope  of  the  corporate  powers,  but 
not  otherwise.  •  •  •  But  a  subsequent  ratification  cannot 
make  valid  an  unlawful  act,  without  the  scope  of  corporate  au- 
thority. An  absolute  excess  of  authority  by  the  officers  of  a  cor- 
poration, in  violation  of  law,  cannot  be  upheld,  and,  when  the 
officers  of  such  a  body  fail  to  pursue  the  requirements  of  a  stat- 
utory enactment  under  which  they  are  acting,  the  corporation  is 
not  bound.  In  such  case  the  statute  must  be  strictly  followed. 
And  a  person  who  deals  with  a  municipal  body  is  obliged  to  see 
that  its  charter  has  been  fully  complied  with.  When  this  is  not 
done,  no  subsequent  act  of  the  corporation  can  make  an  ultra 
vires  contract  effective."  Note  1,  and  cases  cited.  As  the  con- 
tract sued  on  in  this  case  was  without  the  scope  of  the  corporate 
powers  of  the  incorporated  town  of  Newport,  it  could  not  be 
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ratified,  and  the  town  wss  not  estopped  to  deny  its  inTalidity  by 
having  accepted  and  received  the  benefit  of  work  done  nnder  it, 
with  the  knowledge  and  consent  of  the  town.  The  judgment  of 
the  circuit  court  is  bbvkbsed^  and  judgment  will  be  rendered 
here  for  the  appellant. 


TAYLOR  BT  AL.  v.  BAT  CITY  ST.  BY.  CO. 

80  Mich.  77.    1890. 

Appeal  from  circuit  eourt.  Bay  county,  in  chancery;  George 
P.  Cobb,  Judge. 

Bill  for  injunction  by  Bobbins  B.  Taylor  and  others  against 
the  Bay  City  Street  Bailway  Company.  Decree  for  defendant 
and  complainants  appeal 

Grant,  J.  The  defendant  was  organized  February  21,  1865, 
under  an  act  of  the  legislature  providing  for  the  organization  of 
train-railway  companies,  enacted  in  1855.  How.  St.  c.  94.  This 
act  was  amended  in  1861  by  adding  two  new  sections.  Laws 
1861,  p.  11.  This  amendment  provided  that  it  should  be  eom- 
petent  for  parties  to  organize  companies  under  the  act  to  con- 
struct and  operate  railways  in  and  through  the  streets  of  any 
town  or  city  in  the  state,  and  that  they  should  have  the  exclusive 
right  to  use  the  same,  upon  obtaining  the  consent  of  the  munic- 
ipal authorities  of  such  town  or  city.  A  further  amendment,  in 
1867,  provided  that^  after  such  consent  was  given  and  accepted, 
such  municipal  authorities  should  make  no  regulations  or  condi- 
tions whereby  the  rights  or  franchises  so  granted  should  be  de- 
stroyed, or  unreasonably  impaired,  or  such  company  or  corpora- 
tion be  deprived  of  the  right  of  constructing,  maintaining,  and 
operating  such  railway  in  the  street  in  such  consent  or  grant 
named,  pursuant  to  the  terms  thereof.  Bay  City  was  incorpor- 
ated by  special  act  of  the  legislature  in  1865,  taking  effect  March 
21.  Laws  1865,  p.  735.  The  charter  provided  that  the  common 
council  should  have  power  to  grant  charters,  lieenseo^  and  ptiv- 
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ilegee  to  eompanies,  corporations  or  persoiis  for  the  construction 
of  street  railways  on  the  streets  of  said  city.  In  1869  the  charter 
of  Bay  City  was  amended.  2  Laws  1869,  p.  561.  Section  98  of 
this  act  provided  that  the  common  council  should  have  power  to 
authorize  the  running  of  railroads  and  street  railways  in  the 
streets  of  said  city  upon  condition  that  the  owners  of  the  lots  ad- 
joining, and  persons  interested  therein,  should  receive  compen- 
sation therefor.  This  act  also  conferred  other  powers  of  control 
over  such  railways  which  were  not  conferred  by  the  act  of  1865, 
but  it  is  unnecessary  here  to  specify  them.  This  provision  has 
been  retained  in  the  charter  ever  since.  December  14,  1864,  the 
common  council  of  the  village  of  Bay  City  passed  an  ordinance 
conveying  to  certain  persons  therein  named,  who  then  proposed 
to  organize  a  corporation  under  the  train  railway  act,  above 
mentioned,  the  right  to  use  all  the  streets  in  the  village  of  Bay 
City  or  its  successor,  exclusive  of  every  other  person  or  corpora- 
tion, for  the  purpose  of  constructing  and  operating  railways 
thereon.  It  provided  that  cars  should  be  drawn  by  animals  or  by 
steam^  made  regulations  for  the  running  of  trains,  etc.,  and  pro- 
vided that  the  common  council,  when  deeming  it  for  the  interest 
of  the  village  or  its  successor,  might  order  the  construction  of  a 
railway  on  any  street,  and  the  corporation  should  build  the  same 
within  two  years  after  being  notified,  and  in  default  thereof  the 
council  might  declare  the  grant  void  as  to  such  street.  The  de- 
fendant organized,  as  above  stated,  in  February,  1865,  and  dur- 
ing that  season  laid  tracks,  and  commenced  the  operation  of  its 
road,  extending  the  same  from  time  to  time  as  the  common  coun- 
cil, and  the  requirements  of  the  public,  demanded.  July  5, 1887, 
the  common  council  adopted  resolutions  requiring  the  defendant 
to  construct  a  line  of  railway  on  Third  street,  and  some  other 
streets  mentioned.  On  June  5,  1888,  the  common  council  ap- 
pointed a  committee  to  draft  certain  amendments  to  the  street 
railway  ordinance.  They  had  a  consultation  with  the  proper 
officers  of  the  defendant,  and  on  June  25th  made  a  written  report 
stating  that  the  defendant  proposed  to  build  a  track  on  Third 
street,  between  Water  street  and  Washington  street,  and  recom- 
mended that  the  proposition  of  the  company  be  accepted.    The 
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report  was  adopted,  and  thereupon  the  defendant  immediately 
commenced  the  work  of  laying  the  track. 

The  complainants  are  the  owners  of  separate  lots  on  Third 
street,  and  the  buildings  situated  thereon,  used  for  busineas  pur- 
poses. Upon  the  commencement  of  the  work  the  complainants 
united,  and  filed  the  bill  in  this  case,  claiming  that  the  construc- 
tion of  the  road  would  be  a  damage  to  their  property;  that  this 
street  was  not  wide  enough  for  the  business  then  being  done  upon 
it ;  that  no  compensation  had  been  paid  or  offered  to  any  of  the 
complainants,  nor  any  steps  taken  to  condemn  a  right  of  way 
through  said  street,— and  prayed  for  an  injunction  to  restrain 
the  construction  of  the  road.  A  preliminary  injunction  was 
granted  by  the  court  below,  which  was  set  aside  upon  the  filing 
of  the  answer.  The  case  was  then  heard  upon  pleadings  and 
proofs,  the  bill  dismissed,  and  complainants  appealed.  The  testi- 
mony upon  the  question  of  damages  is  very  conflicting.  It  is 
unnecessary  to  discuss  it  here;  for,  if  the  complainants  are  en- 
titled to  recover  damages,  they  must  be  left  to  proceedings  under 
the  statute  to  determine  what  damages,  if  any,  they  have  indi- 
vidually sustained  by  the  construction  of  the  road. 

1.  Complainants  were  alike  affected  by  the  construction  of  this 
road.  They  were  alike  interested  to  restrain  its  construction. 
Their  interests  were  therefore  common.  There  was  but  one  ob- 
ject to  be  accomplished,  and  no  necessity  existed  for  a  multiplic- 
ity of  suits.  The  defendant  was  not  prejudiced  by  the  joinder  of 
complaiDants.  We  see  no  objection  to  parties  joining  in  a  suit, 
the  sole  purpose  of  which  is  to  obtain  an  injunction  to  restrain 
the  commission  of  an  act  threatened  by  one  party,  and  alike  in- 
jurious to  the  interests  of  alL 

2.  The  defendant  contends  that,  by  the  ordinance  of  1864, 
and  the  legislation  authorizing  it,  it  acquired  the  fixed  and 
vested  right,  for  a  period  of  30  years,  to  use  the  streets  for  the 
purpose  of  constructing  and  using  a  street  railway  without  com- 
pensating adjoining  owners,  and  that  any  subsequent  legislation 
requiring  it  to  compensate  in  damages  for  any  injuries  sus- 
tained thereafter  by  the  construction  of  new  tracks  is  void  as 
impairing  the  obligation  of  contracts.     It  becomeSi  therefore, 
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important  to  determine  the  power  conferred  by  the  legislature 
npon  the  common  council  of  Bay  City.  The  council  can,  of 
course,  confer  no  greater  right  upon  the  defendant  than  is  ait- 
thorized  by  its  charter.  Municipal  corporations  derive  their  sole 
source  of  power  from  legislative  enactments.  The  rule  has  been 
long  and  unquestionably  estdbhished  that  municipal  corporations 
are  limited  to  those  powers  which  are  granted^ First,  in  express 
words;  second,  necessarily  incident  to  the  powers  expressly 
granted;  and,  third,  those  which  are  essential  and  indispensable 
to  the  declared  objects  and  purposes  of  the  corporation.  1  DilL 
Mun.  Corp.  §  89.  By  the  village  charter,  the  common  council 
was  authorized  to  lay  out  and  establish,  vacate,  open,  make,  and 
alter  snch  streets  as  they  might  deem  necessary  for  the  public 
convenience.  No  mention  is  made  in  the  act  of  train  or  street 
railways.  The  act  incorporating  the  city  provided  that  all  the 
acts  and  ordinances  of  the  common  council  of  the  village  of  Bay 
City  not  inconsistent  with  the  laws  of  this  state  shall  remain  in 
full  force  until  changed  by  the  common  council  of  the  city;  and 
the  same  section  gives  the  power  to  grant  charters  to  street  rail- 
way corporations.  These  charters  do  not  in  express  terms  confer 
upon  the  council  any  such  power  as  is  now  contended  for.  If  it 
exists  at  all,  therefore,  it  must  be  by  implication.  The  power  to 
grant  immunity  to  such  corporations  from  legislative  regulation 
and  control  is  an  important  one.  A  village  of  a  few  hundred  in- 
habitants may  in  much  less  than  30  years  grow  to  a  city  of  many 
thousands.  Bay  City  well  illustrates  this  fact.  What  in  the  one 
would  cause  no  damage  might  in  the  other  cause  great  damage. 
The  village  council  cannot  well  provide  regulations  and  ordi- 
nances applicable  to  a  large  city.  It  is,  therefore,  highly  import^ 
ant  that  the  legislature  should  retain  the  power  to  pass  enact- 
ments  for  the  control  of  these  quasi-public  corporations  suitable 
to  the  changed  state  of  affairs.  Those  who  claim  immunity  from 
such  control  m/ust  be  able  to  point  to  the  clear  enactment  of  the 
statute  establishing  it.  In  the  case  at  bar,  as  already  stated,  no 
such  express  power  can  be  pointed  out;  and  it  was  neither  neces- 
sary, essential,  nor  indispensable  to  enable  the  municipal  corpor- 
ation to  carry  out  the  objects  and  purposes  for  which  it  was 
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created.  It  is  clearly  within  the  power  of  the  legislature  to  pro- 
vide that  street  railway  corporations  shall  pay  such  damages  to 
owners  of  abutting  property  in  front  of  which  they  construct 
their  road  as  this  construction  wHl  cause.  It  follows,  therefore, 
that  the  defendant  accepted  its  charter  subject  to  the  right  of 
the  legislature  to  prescribe  conditions  under  which  it  might  there- 
after obtain  the  use  of  the  streets  of  the  city  for  the  constru^ction 
of  new  lines.  The  act  of  1869,  above  mentioned,  expressly  lim- 
ited the  power  of  the  council  to  authorize  the  running  of  street 
railways  in  the  streets  of  the  eity  upon  the  condition  of  compen- 
sation to  owners  of  the  lots  adjoining.  The  act  of  the  legislature 
of  1881,  revising  the  charter  of  Bay  City,  provided  that  the 
method  of  arriving  at  the  compensation  to  be  paid  to  the  lot- 
owners  shall  be  the  same  as  provided  by  the  general  railroad  laws 
of  the  state.  The  defendant  was  subject  to  the  above  provisions 
in  making  the  extension  of  its  road  now  in  dispute. 

The  conclusion  above  reached  renders  it  unnecessary  to  deter- 
mine the  other  questions  raised  in  the  ease,  and  we  pass  no  opin- 
ion upon  the  liability  of  the  defendant  at  the  common  law.  The 
decree  must  be  reversed,  with  the  costs  of  both  courts,  and  decree 
entered  here  restraining  the  defendant  from  the  use  of  that  part 
of  its  road  extending  on  Third  street  between  Water  and  Wash- 
ington streets,  until  it  has  complied  with  the  statute  requiring 
condemnation  proceedings,  but  giving  a  reasonable  time  for  that 
purpose.    The  other  justices  concurred. 


TOWN  OP  TRENTON  v.  CLAYTON  ET  AL. 
50  Mo.  App.  535.    1892. 

QiWL,  J.  From  the  agreed  statement  of  facts,  it  appears  that 
Davis  &  Co.  were  dealers  in  general  merchandise,  with  stores  at 
Trenton,  Mo.,  and  Atchison,  Kan.  The  defendants  were  em- 
ployed as  salesmen ;  and,  in  the  effort  to  sell  the  goods  of  their 
employers,  they  took  samples  of  various  articles,  visited  the  dif- 
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f erent  residences  in  Trenton,  and  secured  written  orders  for  the 
goods  of  Davis  &  Co.  The  merchandise  was  subsequently  deliv- 
ered and  paid  for.  The  goods  carried  around  were  not  sold  nor 
offered  to  be  sold,  but  were  simply  used  to  exhibit  to  customers 
the  character  of  goods  kept  and  for  sale  by  Davis  &  Co. 

The  defendants  were  charged  with  selling  goods  as  peddlers  in 
the  town  of  Trenton  without  a  license,  eontrary  to  the  provisions 
or  an  ordinance  of  said  town  relating  to  peddlers.  Section  1  of 
said  ordinance  reads  thus: 

''Sec.  1.  Any  person  who  shall  engage  in  selling  any  drugs, 
medicines,  dry  goods,  groceries  or  personal  property  or  merchan- 
dise, except  books,  maps,  charts  and  stationery,  by  going  from 
place  to  place  to  sell  the  same,  or  shall  sell  the  same  by  first  tak- 
ing an  order  and  afterwards  delivering  the  article,  either  in  per- 
son or  by  an  agent,  or  shall  sell  the  same  by  public  out-cry  in  the 
streets  of  said  town,  is  declared  a  peddler.  Sections  2  and  3 
prohibit  any  one  from  acting  or  dealing  as  peddler  unless  per- 
mission therefor  be  obtained  from  the  mayor  of  said  town«  Sec- 
tion 4  provides  as  follows : 

''Sec.  4.  The  mayor  is  hereby  authorized  to  grant  permission 
to  any  worthy  resident  of  the  town  of  Trenton  to  deal  as  a  ped- 
dler upon  payment  to  the  marshal  of  a  license  fee  to  be  fixed  by 
the  mayor  on  granting  the  same,  and  the  amount  of  license  in  all 
cases  shall  be  fixed  by  the  mayor,  provided  that  the  license  so 
fixed  shall  in  no  case  be  less  than  $1,  nor  more  than  $100,  for 
every  period  of  six  months  or  fraction  thereof." 

Section  5  provides  a  penalty  tor  violation  of  the  terms  of  the 
ordinance. 

The  case  was  submitted  to  the  circuit  court  on  an  agreed  state- 
ment incorporating  substantially  the  foregoing  facts.  There  was 
a  judgment  for  defendants,  and  the  town  has  appealed. 

The  ordinance  which  forms  the  basis  of  this  prosecution  is,  in 
our  opinion,  clearly  invalid,  and  for  more  than  one  reason.  In 
the  first  place,  the  town  council  in  the  ordinance  quoted  has  gone 
beyond  the  powers  delegated  by  the  legislature.  By  the  charter 
of  Trenton  (Laws  1872,  p.  481)  it  is  enacted  that  "the  town 
council  shall  have  power,  within  said  town,  by  ordinance,  not  re« 
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pngnant  to  the  laws  of  the  land,  •  •  •  to  license,  tax,  regu- 
late or  suppress  •  •  •  peddlers,"  etc.  It  is  well  understood 
that  municipal  corporations  can  exercise  only  such  powers  of 
legislation  as  are  given  it  by  the  law-making  power  of  the  state. 
The  grants  of  such  powers  are  quite  strictly  construed,  and  "any 
fairly  reasonable  doubt  concerning  the  existence  of  power  is  re- 
solved by  the  courts  against  the  corporation,  and  the  power  is 
denied."  1  Dill.  Mun.  Corp.  (4th  Ed.)  §  89.  As  the  municipal 
corporation  cannot  legislate  regarding  any  subject-matter  unless 
80  authorized  by  the  state,  so  is  the  corporation  powerless  to  ex- 
tend or  widen  the  scope  of  its  powers  by  the  arbitrary  and  un- 
authorized definition  of  words  or  terms,  so  as  to  include  more 
than  was  intended  by  the  legislature. 

These  remarks  are  suggested  by  a  consideration  of  section  1 
of  the  above-quoted  ordinance,  whereby  the  town  council  of 
Trenton  has  attempted,  by  extending  the  meaning  of  peddler,  to 
widen  the  scope  of  its  authorized  legislation.  Peddler,  as  meant 
by  the  legislature,  in  granting  powers  to  the  corporation  of 
Trenton,  included  only  such  persons  as  "shall  deal  in  the  selling 
of  merchandise  (and  other  articles)  by  going  from  place  to 
place  to  sell  the  same,"  etc.  (Bev.  St.  1889,  §  7211) ;  and  this 
we  held  in  State  v.  Hoffman,  50  Mo.  App.  585,  did  not  include 
commercial  agents  or  drummers,  such  as  were  these  defendants. 
However,  the  town  council  of  Trenton  has,  by  the  ordinance 
above,  sought  to  regulate  or  license  other  and  different  employ- 
ments, by  extending  the  meaning  of  peddler,  as  used  and  under- 
stood by  the  legislature,  by  adding  the  words,  ''or  shall  sell  the 
same  by  first  taking  an  order  and  afterwards  delivering  the 
article,  either  in  person  or  by  an  agent,  or  shall  sell  the  same  by 
public  outcry  in  the  streets  of  said  town." 

Again,  the  ordinance  in  question  is  oijectionahle,  in  that  U 
assumes  to  transfer  or  delegate  to  the  mayor  a  power  given  to 
the  council.  The  charter  of  Trenton,  as  already  quoted,  reposed 
authority  in  the  town  council  iy  ordinance  to  license,  etc,  ped- 
dlers. This  ordinance  turns  over  the  entire  matter  to  the  caprice 
or  discretion  of  the  mayor.  It  leaves  the  granting  or  not  grant- 
ing peddlers^  licenses^to  whom,  for  what  period,  and  for  what 
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cost— altogether  with  the  town  mayor.  ^^The  principle  is  a  pkm 
one,  that  the  powers  or  trusts  devolved  by  law  or  charter  upon 
the  councU  or  governing  body,  to  he  exercised  hy  it  when  and  in 
such  manner  as  it  shall  judge  best,  cannot  be  delegated  to 
others/^  Neither  can  this  ordinance  find  any  support  from  the 
thirteenth  clause  of  plaintiff's  eharter,  which  empowers  the 
council  ''to  pass  all  such  ordinance  as  may  be  expedient  in  main- 
taining the  peace,  good  govemmenty  health,  and  welfare  of  the 
town/'  The  authority  to  pass  such  ordinance  must  affirmatiyely 
appear  in  the  charter.  It  is  not  to  be  inferred  from  terms  of  such 
doubtful  import  City  of  St.  Paul  v.  Stultz  (Minn.)  22  N.  W. 
634;  Cape  Girardeau  v.  Fougeu,  30  Mo.  App.  557.  It  follows, 
then,  from  the  foregoing  considerations,  that  the  judgment  of  the 
lower  court  should  be  affibmbd.  It  is  so  ordered.  Smtth,  P.  J., 
concurs  in  this  opinion.    Eujson,  J.,  concurs  in  the  residt, 


HAWBS  BT  AL.  v.  CITY  OP  CHICAGO. 

158  lU.  653.    1895. 

Appeal  from  Cook  county  court ;  George  W.  Brown,  Judge. 

Petition  by  the  city  of  Chicago  for  confirmation  of  a  special 
assessment.  John  H.  Dunham  filed  objections,  which  were  over- 
ruled. He  having  thereafter  died,  his  heirs  and  devisees,  Helen 
B.  Dunham  Hawes  and  Mary  Y.  Dunham,  appeal    Bsvebsed. 

Baker,  J.  This  is  an  appeal  frcnn  a  judgment  of  confirmation 
of  a  special  assessment  made  nnder  an  ordinance  of  the  city  of 
Chicago  passed  March  7,  1892,  and  providing  for  the  construc- 
tion of  a  cement  sidewalk  on  Fiftieth  street,  from  Lake  avenue 
to  Drexel  boulevard.  The  commissioners  appointed  to  assess  the 
cost  and  expenses  of  the  improvement  upon  the  property  bene- 
fited thereby  returned  into  court  an  assessment  roll  in  which  the 
property  here  in  question,  then  owned  by  John  H.  Dunham, 
since  deceased,  was  assessed  in  the  sum  of  $1,915.50.  Yarious 
objections  in  writing  were  filed  by  said  Dunham  and  overruled 
by  the  court.  The  question  of  benefits  was  submitted  to  a  jury, 
and  the  jury  in  their  verdict  reduced  the  assessment  on  the 
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property  to  $1,638.75.  Motions  for  a  new  trial  and  in  arrest  of 
judgment,  aa  well  as  motions  to  dismiss  the  petition  and  to  cancel 
the  assessment,  were  made  by  the  objector,  and  overruled  by  the 
court,  and  exceptions  taken;  and  the  court  entered  judgment  of 
confirmation  for  the  amount  fixed  by  the  verdist  of  the  jury, 
and  the  objector  perfected  an  appeal  to  this  court.  John  H.  Dun- 
ham, the  objector,  thereafter  died,  and  his  death  was  suggested, 
and  by  leave  of  court  Helen  Elizabeth  Dunham  Hawes  and  Mary 
Virginia  Dunham,  who  are  his  heirs  at  law  and  devisees  under 
his  will,  now  prosecute  the  appeaL 

It  is  claimed  by  appellants  that  the  ordinance  providing  for 
the  construction  of  the  cement  sidewalk,  and  under  which  the 
assessment  was  made,  is  unreasonable,  unjust,  and  oppressive, 
and  therefore  void.  The  uncontradieted  evidence  in  the  case 
shows  that  the  tract  of  land,  the  south  50  feet  of  which  is  as- 
sessed for  this  improvement,  is  a  20-aere  tract,  having  a  frontage 
of  1,256  feet  along  Fiftieth  street,  where  it  is  proposed  to  con- 
struct this  cement  sidewalk;  that  there  is  not  a  house  or  build- 
ing of  any  kind  upon  it ;  and  that  it  is  an  undivided  tract  of  land, 
and  the  only  use  to  which  it  is  put  is  that  of  a  field  for  raising 
hay.  Only  five  months  before  the  passage  of  this  ordinance  for 
the  construction  of  a  cement  sidewalk  the  devisor  of  the  appel- 
lants in  this  case,  in  compliance  with  a  prior  ordinance  of  the 
city,  duly  passed  for  that  purpose,  eonstructed  and  put  down 
along  the  line  of  this  street,  in  the  very  place  where  this  cement 
sidewalk  is  to  be  placed,  a  wooden  sidewalk,  six  feet  in  width, 
made  of  plank  laid  crosswise  on  stringers  or  joists,  in  strict  con- 
formity to  the  regulations  and  requirements  of  the  city;  and  this 
plank  sidewalk,  at  the  time  this  ordinance  on  which  the  present 
proceedings  are  based  was  passed,  and  at  the  time  this  case  was 
heard  in  the  court  below,  was  in  good  order  and  condition.  The 
uncontradicted  evidence  further  shows  that  the  street  along 
which  it  is  proposed  to  construct  this  cement  sidewalk  has  never 
been  improved  by  the  city.  It  is  neither  curbed  nor  paved,  sew- 
ered nor  watered,  surveyed  nor  graded.  If  it  is  to  be  considered 
as  a  street  66  feet  wide,  then  there  is  a  line  of  telegraph  poles 
planted  right  through  the  center  of  it;  and  the  north  33  feet  of 
it  has  never  been  formally  dedicated  by  the  owner  to  public  use, 
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nor  condemned  by  any  municipal  corporation;  and  if  the  public 
have  any  right  to  it  at  all  it  is  a  right  by  prescription  or  by  im- 
plied dedication.  Such  was  and  is  the  condition  of  this  street  in 
front  of  appellants'  property.  And  yet,  as  appears  from  the 
record  in  the  case,  the  common  oonncil  of  the  city  of  Chicago, 
cmly  fiye  months  after  the  construction  at  a  great  expense  of  a 
new  plank  sidewalk,  built  in  conformity  with  the  order  of  the 
city  council,  1,256  feet  long,  passed  a  second  ordinance  ordering 
this  new  plank  sidewalk  torn  up,  and  a  cement  walk,  at  an  as- 
sessed expense  of  $1,915.50  or  $1,638.75,  put  down  in  its  place. 
It  is  admitted  by  the  city— at  least  not  denied— that  this  plank 
or  wooden  sidewalk,  at  the  time  the  ordinance  for  the  cement  side- 
walk was  passed,  and  at  the  time  this  case  was  heard  in  the  court 
below,  was  in  good  order  and  condition,  and  will  answer  equally 
well,  for  the  purpose  of  travel,  as  a  cement  walk.  Nor  can  it  for 
a  moment  be  contended  that  it  is  not  unreasonable,  unjust,  and 
oppressive  to  compel  the  owner  of  a  vacant  20-acre  lot  first  to 
construct  and  pay  for  a  wooden  sidewalk,  and  then  within  less 
than  six  months,  and  when  it  is  in  substantially  as  good  condi- 
tion as  when  first  built,  and  in  all  respects  safe,  convenient,  and 
sufficient  for  public  use  and  travel,  take  it  up,  throw  it  away, 
and  put  down  another  in  its  place,  at  an  expense  of  over  $1,600. 
It  seems  to  us  that  it  cannot  be,  especially  when  we  take  into  con- 
sideration the  fact  that  the  street  has  never  been  improved, 
curbed,  graded,  paved,  or  sewered.  And  further,  it  is  clear  from 
the  evidence  in  the  case  that  if  this  judgment  should  be  affirmed, 
and  appellant  comi>elled  to  take  up  the  wooden  sidewalk  and  put 
down  one  of  cement,  the  cement  sidewalk  will  be  ruined  by  put- 
ting in  the  house  drains  every  25  feet  along  the  line  of  the  street, 
or  at  least  seriously  injured;  and  whenever  the  street  is  im- 
proved, and  dwellings  are  constructed  along  the  line  of  the  walk, 
the  walk  itself  is  quite  likely  to  be  destroyed. 

An  ordinance  must  he  reasonable;  and  if  it  is  unreasonable, 
unjust,  and  oppressive,  the  courts  vnU  hold  it  invalid  and  void. 
City  of  Chicago  v.  Bumpff,  45  111.  90;  Tugman  v.  City  of  Chi- 
cago, 78  111.  405.  The  question  of  the  reasonableness  or  un- 
reasonableness of  a  municipal  ordinance  is  one  for  the  decision 
of  the  court,  and  in  determining  that  question  the  court  will 
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haye  regard  to  all  the  existing  cirenmstances  or  contemporane- 
ous conditions,  the  objects  sought  to  be  obtained,  and  the  neces- 
sity or  want  of  necessity  for  its  adoption.  Toledo,  W.  &  W.  Ry. 
Co.  ▼•  City  of  Jacksonville,  67  111.  37;  City  of  Lake  View  v. 
Tate,  130  111.  247,  22  N.  B.  791;  1  Dill.  Mnn.  Cor.  §  327.  And 
even  where  the  power  to  legislate  on  a  given  subject  is  conferred 
on  a  municipal  corporation,  yet,  if  the  details  of  such  legislation 
are  not  prescribed  by  the  legislature,  there  the  ordinance  passed 
in  pursuance  of  such  power  must  be  a  reasonable  exercise  there- 
of, or  it  will  be  pronounced  invalid.  Id.  §  328;  City  of  St 
Paul  V.  Colter,  12  Minn.  41  (GiL  16) ;  Dunham  v.  Trustees,  5 
Cow.  462 ;  Breninger  v.  Treasurer  of  Town  of  Belvidere,  44  N. 
J.  Law,  350.  In  Cooley  on  Taxation  (page  428)  it  is  said :  ''A 
clear  case  of  abuse  of  legislative  authority  in  imposing  the 
burden  of  a  public  improvement  on  persons  or  property  not 
specially  benefited  would  undoubtedly  be  treated  as  an  excess 
of  power,  and  void"  In  Allen  v.  Drew,  44  Vt  174,  the  court, 
by  Bedfield,  J.,  says:  ''We  have  no  doubt  that  a  local  assess- 
ment may  so  transcend  the  limits  of  equality  and  reason  that  its 
exaction  would  cease  to  be  a  tax  or  contribution  to  a  common 
burden,  and  become  extortion  and  confiscation.  In  that  case  it 
would  be  the  duty  of  the  court  to  protect  the  citizen  from  rob- 
bery under  color  of  a  better  name. "  In  Wistar  v.  Philadelphia, 
80  Pa.  St.  505,  Chief  Justice  Agnew  says:  ''But  if  we  say  the 
city  may  change  its  pavements  at  pleasure,  and  as  often  as  it 
please,  at  the  expense  of  the  ground  owner,  we  take  a  new  step, 
and  there  must  be  explicit  legislation  to  authorize  such  taxation. 
If,  while  the  pavement  is  good,  and  stands  in  no  need  of  repair, 
the  city  may  tear  it  up,  relay,  and  charge  the  owner  again  with 
one  excessively  costly,  it  would  be  exaction,  not  taxation.  We 
are  not  at  liberty  to  impute  such  a  design  to  the  leg^ature,  un- 
less it  has  plainly  expressed  its  meaning  to  do  this  unjust  thing." 
And  in  Wistar  v.  Philadelphia,  111  Pa.  St.  604,  4  AtL  511,  it 
is  held  that  where  a  property  owner  has  well  and  properly  set 
curbstones  in  front  of  his  property  at  his  own  expense,  on  the 
proper  line,  in  accordance  with  the  style  in  common  use,  and 
they  are  in  good  order  and  repair,  the  expense  of  replacing 
them  with  others  cannot  be  provided  for  by  an  assessment  upon 
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his  property.  In  Corrigan  y.  Gage,  68  Mo.  541,  it  was  held  that 
the  ordinance  for  the  paying  of  the  sidewalk  there  in  question 
was  unreasonable  and  oppressiye,  and  subjeet  to  judicial  inquiry, 
because  such  sidewalk  was  in  an  uninhabited  portion  of  the 
city,  and  disconnected  with  any  other  street  or  sidewalk;  and  the 
judgment  of  the  court  below  was  reyersed.  In  City  of  Bloom- 
ington  y.  Chicago  &  A.  R.  Co.,  134  111.  451,  26  N.  E.  366,  this 
court  held  that,  where  the  ordinance  is  grossly  unreasonable,  un- 
just, and  oppressiye,  that  may  be  shown  in  defense  of  the  appli- 
cation for  confirmation.  And  in  City  of  Bloomington  v.  Lath- 
am, 142  111.  462,  32  N.  E.  506,  we  held  that  an  ordinance  direct- 
ing that  the  cost  of  the  land  taken  or  damaged,  or  both,  should 
be  assessed  upon  and  collected  from  the  lands  abutting  upon  the 
proposed  all^r  or  street  in  proportion  to  the  frontage  thereof, 
was  unreasonable  and  void.  And  in  Dayis  v.  City  of  Litchfield, 
145  HI.  313,  33  N.  E.  888,  and  Palmer  v.  City  of  Danville,  154 
HI.  156,  38  N.  E.  1067,  ordinances  levying  special  taxes  for  local 
improvements  were  held  to  be  unreasonable,  arbitrary  abuses  of 
power,  and  void.  The  rule  is  that  it  requires  a  clear  and  strong 
case  to  justify  a  court  in  annulling  the  action  of  a  municipal 
corporation  acting  within  the  apparent  scope  of  its  authority. 
But,  in  our  opinion,  such  a  case  appears  in  this  record.  We 
think  that  the  ordinance  in  question,  in  so  far  as  and  to  the 
extent  that  it  affects  the  property  of  appellants,  is  unreasonable, 
unjust,  and  oppressive,  and  therefore  void.  The  judgment  of 
confirmation  as  to  the  property  of  appellants  is  reversed,  aod, 
the  ordinance  being  void  as  to  such  property,  the  cause  will  not 
be  remanded.    Bevebsed.      Cbaio,  J.,  dissents. 


Special  Charter  Powers— As  to  Public  Markets.^ 

STATB  V.  SARRADAT  ET  AL. 

46  La.  Ann.  700.    1894. 

Appeal  from  recorder's  court  of  New  Orleans;  August  M. 
Aucoin,  Judge, 


*See  Sec.  1801,  voL  9^  €br<dopedia  of  Law. 
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John  L.  Sarradat  and  others  were  convicted  of  violation  of 
an  ordinance,  and  appeal.    Affirmed. 

McEneby,  J.  The  defendants  were  convicted  and  fined  for 
violating  sections  22,  26,  27,  of  City  Ordinance  4155,  Conneil 
Series,  amended  by  Ordinance  4274,  Council  Series.  They  ap- 
pealed, alleging  the  unconstitutionality  and  illegality  of  the 
ordinance.  In  detail  the  defense  is  that  the  provisions  of  said 
ordinance  are  oppressive,  and  contrary  to  the  enlightened  policy 
of  the  state,  and,  ''inasmuch  as  section  27  aforesaid  prohibits 
the  sale  of  their  vegetables  in  any  other  part  of  the  market  or 
vicinity,  and  during  more  than  half  the  business  portion  of  the 
day— i.  e.  between  the  hours  of  seven  o'clock  a.  m.  and  two 
o'clock  p.  m.,  in  violation  of  the  first  and  the  two  hundred  and 
sixth  articles  of  the  state  constitution;"  that  the  said  sections 
of  the  ordinance  are  arbitrary,  and  in  restraint  of  trade,  and 
in  contravention  of  common  as  well  as  private  rights;  that  the 
provisions  of  section  22,  if  they  apply  to  defendants'  calling, 
exclude  them  from  the  markets,  in  violation  of  their  constitu- 
tional rights  to  sell  their  produce;  that  the  sale  of  the  de- 
fendants' vegetables  is  not  a  nuisance,  and  injurious  to  the  pub- 
lic health;  that  the  police  force  of  the  city  and  the  market  lessees 
are  convinced  of  the  illegality  of  the  ordinance,  and  have  not 
heretofore  attempted  to  enforce  it,  and  permit  the  sale  of  veget- 
ables from  gardener's  carts  at  the  market  on  the  payment  of  25 
cents  per  day.  Article  206  of  the  constitution  has  no  applica- 
tion to  the  case.  Article  1  has  reference  to  tiie  origin  of  gov- 
ernment from  the  people,  and  defines  the  legitimate  objects  of 
government,  its  legitimate  end  being  ''to  protect  the  citizen  in 
the  enjoyment  of  life,  liberty,  and  property.''  Its  failure  to 
protect  the  public  health  would  be  as  great  a  violation  of  its 
"legitimate  end"  as  to  entirely  depart  from  its  object  by  the 
enactment  of  a  law  infringing  upon  the  rights  of  the  individual. 
We  may  assume,  therefore,  that  the  proper  regulation  of  the 
market  is  a  sanitary  measure,  being  for  the  purpose  of  promot- 
ing the  public  health,  and  a  legitimate  exercise  of  the  govern- 
mental power.  In  the  exercise  of  this  power  the  legislature  has 
conferred  ample  and  complete  power  on  the  city  council  to 
establish  markets,  and  to  provide  for  the  cleanliness  and  salu- 
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brity  of  the  city.  In  carrying  out  this  conferred  power,  the 
city  council  has  the  power  *'to  designate  certain  spots  or  places 
for  the  sale  of  certain  articles  of  provisions.  In  doing  so  they 
facilitate  the  people  in  the  purchase  of  provisions  of  first  neces- 
sity by  confining  the  sale  of  them  to  particular  places  and  hours 
of  the  day,  and  they  facilitate  the  inspection  of  provisions;  and 
by  the  hire  of  stalls  they  raise  money  to  defray  the  expenses  of 
building  market  houses,  and  pay  the  salaries  of  officers  they 
appoint  to  prevent  the  sale  of  unsound  provisions;  and  they 
have  an  undoubted  right  to  prevent  the  violation  of  ordinances 
they  may  pass  in  establishing  markets."  Morano  v.  Mayor,  2 
La.  217.  The  doctrine  enunciated  in  this  case  seems  to  be  uni- 
versal. Dill  Mun.  Corp.  §  313;  Parker  &  W.  Pub.  Health  & 
Safety,  par.  305;  State  v.  Gisch,  31  La.  Ann.  544.  The  right  to 
establish  public  markets  is  accompanied  by  the  right  to  prevent 
the  establishment  of  private  markets  within  prescribed  limits. 
Parker  &  W.  Pub.  Health  &  Safety,  par.  307 ;  State  v.  Gisch,  31 
La.  Ann.  544;  City  of  New  Orleans  v.  Stafford,  27  La.  Ann.  417 ; 
State  V.  Schmidt,  41  La.  Ann.  27,  6  South.  530;  State  v.  Barthe, 
41  La.  Ann.  46,  6  South.  531;  State  v.  Natal,  42  La.  Ann.  612, 
7  South.  781;  State  v.  Deffes,  44  La.  Ann,  164,  10  South.  597. 
And  also  to  prohibit  the  peddling  about  the  streets  of  the  city  of 
all  perishable  food  articles.  The  city  council  therefore  has  the 
unquestioned  authority  to  designate  a  place  where  perishable 
articles  of  food,  such  as  meat,  fish,  fruits,  and  vegetables,  may 
be  sold;  the  market  limits;  to  regulate  the  police  management  of 
the  market  places ;  to  lease  the  same,  not  for  the  purpose  of  rev- 
enue alone,  but  in  order  to  maintain  the  proper  police  of  the 
markets;  the  building  of  market  houses,  and  the  repairs  of  the 
Bsme;  and  for  this  purpose  to  authorize  the  lessee  to  charge  a 
reasonable  sum  for  stall  and  market  room.  Morano  v.  Mayor, 
2  La.  217.  The  establishment  of  market  places  is  for  public 
convenience,  as  well  <i$  for  the  promotion  of  the  cleanliness  and 
health  of  the  city.  It  is  not  a  permit  or  license  to  sell  particular 
articles  there,  and  therefore  no  special  license  for  selling  at  that 
particular  place  can  he  exacted.  But  this  does  not  prohibit  the 
payment  for  the  use  of  stalls  and  market  room  or  space,  which 
is  exacted  for  the  purpose  of  keeping  up  the  market  places.    The 
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market  places  Juiving  far  their  double  purpose  the  preservation 
of  the  public  health  and  the  general  convenience  of  the  publiCj 
aU  persons  who  resort  to  them  for  the  sale  of  such  articles  as  are 
required  to  be  sold  there  must  have  access  to  them.  The  market 
regulations  must  be  impartial,  affording  the  same  rights  to  all, 
avoiding  the  creation  of  monopolies  in  one  or  several  persons, 
and  the  prohibition  of  trade  in  any  article,  or  an  undue  restraint 
of  trade.  Parker  &  W.  Pub.  Health  &  Safety,  par  308;  DiU. 
MtiZL  Corp.  §  380;  City  of  Jacksonville  v.  Lddwith,  26  Fla.  163, 
7  South.  885;  State  v.  Mahner,  43  La.  Aim.  497,  9  South.  480. 
Section  22  of  the  ordinance  prohibits  the  peddling  of  meats,  fish,, 
game,  fowls,  vegetables,  and  fruits  in  any  of  the  public  mar- 
kets, or  within  six  blocks  of  same.  Section  26  gives  the  right  to 
market  wagons  to  back  up  to  the  banquettes  along  the  markets, 
to  deliver  goods  previously  sold  to  occupants  of  stalls.  It  pro- 
hibits the  owners  of  the  wagons  from  selling  their  produce  from 
said  wagons  between  the  hours  of  7  a.  m.  and  2  p.  m.  No  fees 
or  dues  are  to  be  collected  from  said  wagons.  Section  27  pro- 
hibits the  sale  of  any  article  on  the  sidewalk  or  the  public  walks 
in  front  or  in  the  rear  or  around  any  of  the  markets.  The 
offense  of  defendants  was  selling  from  their  wagons  while  tiiey 
were  backed  to  the  market  banquette  for  the  purpose  of  deliver- 
ing goods  sold  to  owners  of  stalls. 

Under  the  terms  of  the  law  referred  to  above,  we  are  tmable 
to  see  where  any  of  the  rights  of  defendants  were  infringed.  They 
were  dealers  in  vegetables,  which  the  ordinance  required  should 
be  sold,  if  within  market  limits,  within  market  hours.  They  were 
not  excluded  from  the  sale  of  their  produce  in  the  markets. 
They  could  have  rented  stalls  or  space,  and  disposed  of  their 
goods  within  the  market  inclosure.  There  was  no  monopoly 
created  in  favor  of  one  or  more  persons  by  the  prohibition  of 
the  sale  of  certain  articles  immediately  on  the  banquettes  and  ap- 
proaches to  the  markets.  This  regulation  did  not  prevent  their 
sale  elsewhere,  either  in  the  market  or  beyond  the  market  limits. 
The  market  ordinance  is  not  appressive,  as  it  interferes  with  no 
right  of  the  defendants.  It  is  not  partial,  and  does  not  operate 
against  them  exclusively,  but  is  applicable  to  the  vendors  of 
articles  or  goods  required  to  be  sold  within  certain  limits  and 
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within  certain  hours.  The  conflict  about  the  deficiency  of  room 
for  the  numerous  carts  or  wagons  at  the  market  has  nothing  to 
do  with  the  case.  There  is  no  prosecution  for  obstructing  the 
approaches  to  the  market  by  defendants'  carts. 

The  testimony  which  was  rejected  also  has  no  place  in  deter- 
mining the  question  at  issue.  It  is  immaterial  whether  the  de- 
fendants for  a  long  time  were  permitted  by  the  market  lessees 
and  the  police  to  sell  from  their  wagons  while  backed  to  the 
market  sidewalks,  or  that  they  were  required  to  pay  25  cents 
for  selling  from  their  wagons.  The  ordinance  does  not  require 
the  payment  of  such  a  fee,  and  the  evidence  was  irrelevant 

Because  the  defendants  raised  the  produce  which  they  sold, 
in  violation  of  the  ordinance,  ga^e  them  no  special  privilege  of 
exemption  from  its  operation.  The  case  of  State  v.  Blaser,  36 
La.  Ann.  363,  relied  upon  by  defendants,  presents  a  different 
state  of  facts,  and  different  issues  were  involved,  and  it  there- 
fore is  inapplicable  here. 

JUDGHXNT  AFFmMED. 


Limitations  Upon  Municipal  Indebtedness.^ 

KELLY  ET  AL.  v.  CITY  OP  MINNEAPOLIS. 

63  Minn.  125.    1895. 

Appeal  from  district  court,  Hennepin  county;  Seagrave  Smith, 
Charles  M.  Pond,  Robert  D.  Bussell,  Robert  Jamison,  Henry  C. 
Belden,  Judges. 

Action  by  Anthony  Kelly  and  others  against  the  city  of  Min- 
neapolis. From  an  order  denying  a  motion  for  a  temporary 
injunction,  plaintifEs  appeal.    Reversed. 

Start,  C.  J.  This  action  was  brought  to  have  a  certain  issue 
of  the  bonds  of  the  city  of  Minneapolis,  of  the  par  value  of  $200,- 
000,  known  as  ''Reservoir  Bonds,"  adjudged  void,  and  to  re- 
strain the  treasurer  of  the  city  from  paying,  out  of  the  sinking 
fund  of  the  city,  any  money  for  the  purchase  of  such  bonds  for 
the  sinking  fund,  pursuant  to  an  agreement  to  that  effect  b^ 


*See  Sec.  1808,  Vol.  9,  Oydopedia  of  Law. 
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tween  the  city  council  and  the  board  of  sinking  fund  commis- 
aioners.  The  plaintiffs  are  taxpayers  of  the  city,  and  from  an 
order  of  the  trial  court  denying  their  motion  for  a  temporary 
injunction  so  restraining  the  treasurer  this  appeal  was  taken. 
The  bonds  were  issued  under  the  provisions  of  chapter  204, 
Laws  1893,  which  forbids  any  city  in  this  state  to  issue  bonds 
or  to  incur  any  debt  or  liability  Of  any  hind  for  any  purpose 
except  for  the  purchase,  refunding,  or  payment  of  outstanding 
bonds,  in  excess  of  5  per  cent  of  the  assessed  valuaiion  of  the 
taxable  property  of  such  city  according  to  the  last  preceding 
assessment.  The  plaintiffs  claim  that  this  5  per  cent  debt  limit 
has  already  been  exceeded  by  the  city,  exclusive  of  these  reser- 
voir bonds;  and,  further,  that  the  board  of  sinking  fund  com- 
missioners have  no  authority  to  purchase  from  the  city  its  bonds 
at  the  time  they  are  offered  for  sale  by  it. 

1.  The  first  question  is,  had  the  city,  if  the  amount  of  the 
reservoir  bonds  be  added  to  its  debt,  exceeded  its  debt  limit  at 
the  time  of  the  proposed  sale  of  the  bonds  and  the  commencement 
of  this  action  f  In  deciding  this  question  the  dailn  of  the  plain- 
tiffs that  the  sum  of  $206,567— an  alleged  indebtedness  of  the 
city  to  the  courthouse  and  city  hall  commission— should  be 
added  to  the  indebtedness  of  the  city,  must  be  rejected,  for  it 
does  not  aflftrmatively  appear  from  the  record  that,  if  there  ever 
was  any  such  indebtedness,  it  existed  at  the  time  stated  in  the 
question.  Eliminating  this  claim,  it  is  sufficient  to  say,  without  go- 
ing into  mathematical  details,  that  it  appears  from  the  admitted 
facts  that,  if  the  amount  of  certain  park  board  certificates  here- 
inafter to  be  noticed  is  not  a  part  of  the  indebtedness  of  the 
city,  and  if  the  amount  of  the  money  and  bonds  in  the  sinking 
fund  of  the  city  is  to  be  deducted  from  the  total  amount  of  the 
outstanding  bonds  of  the  city,  the  entire  debt  of  the  city,  includ- 
ing these  reservoir  bonds,  will  not  exceed  its  debt  limit.  The 
answer,  then,  to  this  first  question  involves  a  consideration  of 
two  subordiimte  ones:  (a)  Are  the  park  board  certificates  an 
indebtedness  of  the  city,  within  the  meaning  of  tKe  statute  tm* 
posing  the  debt  limit?  (b)  Is  the  amount  of  the  nu>ney  and 
bonds  in  the  sinking  fund  to  be  deducted  from  the  total  amount 
of  the  city^s  outstanding  and  unoa/ncded  bonds,  for  the  pur^ 
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pose  of  determining  its  actual  indebtedness t  We  are  of  the 
opinion  that  this  first  question  must  be  answered  ns,  and  the 
second  one  yes,  and  we  therefore  answer  the  original  question 
in  the  negative. 

2.  The  park  hoard  certificates  to  which  we  have  referred 
were  issued  under  the  provisions  of  chapter  30,  Sp.  Laws  1889, 
as  amended,  which  provide  for  a  board  of  park  commissioners, 
and  constitute  sueh  board  a  department  of  the  government  of  the 
city  of  Minneapolis.  This  board  is  authorized  to  designate  and 
acquire  land  in  and  adjacent  to  the  city  for  public  parks,  and  its 
here  material  powers  are  as  follows:  ''The  said  board  of  com- 
missioners, and  their  successors,  shall  have  power,  and  it  is 
hereby  authorized,  to  obtain  title  for  and  in  the  name  of  the 
city  of  Minneapolis,  to  any  lands  so  designated  by  it  for  the  pur- 
pose of  this  act,  by  gift,  devise,  purchase  or  lease.  And  said 
board  may  enter  into  any  contract  in  the  name  of  said  city,  for 
the  purchase  of  any  lands  to  be  paid  for  in  such  time,  or  times, 
and  in  such  manner  as  the  board  may  agree  to ;  and  said  board 
may  accept  title  to  lands  and  give  back  a  mortgage  or  mortgages 
in  the  name  of  said  city,  with  or  without  bonds  to  secure  the 
unpaid  purchase  price,  provided,  that  no  personal  or  general 
liability  on  the  part  of  the  said  city  shall  be  created  by  any  such 
contract,  or  mortgage,  or  bond  beyond  the  means  at  the  time 
available  therefor,  except  the  liability  to  pay  such  amounts 
as  may  be  realized  from  benefits  assessed  on  benefited  property 
on  account  of  the  lands  included  in  such  contract  or  mortgage. 
And  it  is  hereby  made  the  duty  of  said  board  to  pay  on  each 
such  contract  or  mortgage,  an  amount  equal  to  the  sum  or  sums 
so  realized  from  such  assessments;  and  said  board  shall  have 
power  to  accept  and  receive  donations  of  money,  property  or 
lands,  for  the  use  of  the  said  city  for  the  purposes  contemplated 
in  this  act.'*  Sp.  Laws  1889,  c.  30,  §  2,  as  amended  by  Id.  c. 
103,  §  1.  The  certificates  in  question  were  given  for  the  pur- 
chase price  of  land  for  park  purposes,  and  their  payment  se- 
cured by  a  mortgage  on  the  land  purchased.  Each  certificate 
states  that  the  city  of  Minneapolis  is  indebted  to  the  payee  in 
the  sum  therein  named,  and  recites  that  the  consideration  there- 
for is  the  conveyance  to  the  city  by  the  payee  of  land  for  park 
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purposes,  and  that  the  certificate  is  secured  by  a  mortgage  on 
the  land  sold,  and  that  it  is  payable  out  of  the  funds  arising 
from  assessments  made  upon  real  estate  specially  benefited  by 
the  park  established  on  the  land,  and  concludes  with  these  words : 
"It  being  expressly  understood  and  agreed  that  there  is  no  lia- 
bility on  the  part  of  said  city  to  pay  the  amount  evidenced  by 
this  certificate,  secured  by  the  above-described  mortage,  out 
of  any  other  fund  than  the  fund  above  specified.''  No  certifi- 
cates issued  or  contracts  made  by  the  park  board  can  be  given 
any  legal  effect  contrary  to  or  in  excess  of  the  powers  conferred 
upon  the  board  by  the  statute  we  have  quoted,  and  th^  are,  in 
fact,  substantially  in  accordance  with  its  provisions.  The  board 
has  no  power  to  make  these  certificates  a  lien  generally  upon 
all  the  parks  of  the  city,  and  the  record  shows  that  no  attempt  has 
been  made  to  secure  their  payment  by  the  creation  of  such  a 
lien.  The  provisions  of  the  statute  relied  upon  by  plaintiffs  to 
support  their  proposition  to  the  contrary  (section  5,  c  30,  Sp. 
Laws  1889)  refer  only  to  park  bonds  issued  for  the  purpose  of 
obtaining  money  with  which  to  acquire  land  for  park  purposes. 
It  is  admitted  that  such  bonds  are  a  part  of  the  indebtedness  of 
the  city.  Neither  are  these  certificates  secured  by  a  mortgage  on 
any  portion  of  the  property  of  the  city  previously  owned  by  it, 
nor  by  a  pledge  of  its  revenues,  as  claimed  by  the  plaintiffs.  If 
such  was  the  case,  then  their  contention  that  the  certificates  are 
a  part  of  the  indebtedness  of  the  city  would  be  correct,  for  the 
statute  providing  a  debt  limit  for  cities  cannot  be  evaded  by  the 
makeshift  of  issuing  the  bonds  or  other  obligations  of  the  city, 
and  make  them  payable  only  from  the  general  revenues  of  the 
city  to  be  derived  from  a  particular  source,  or  by  securing  them 
upon  its  public  buildings  or  other  property,  which,  if  sold  to 
pay  the  obligations,  must  be  replaced  by  taxation,  to  enable  the 
city  to  discharge  its  governmental  functions.  The  authorities 
cited  by  counsel  for  the  plaintiffs  fully  support  this  proposition. 
But  such  is  not  the  case  we  are  considering,  for  each  certificate 
is  a  lien  merely  upon  the  particular  land  for  the  agreed  pur- 
chase price  of  which  it  was  given,  not  upon  any  property  which 
the  city  previously  owned.  The  deed,  certificate,  and  mortgage 
are  all  one  transaction,  and  after  the  mortgage  is  given  the 


Digitized  by 


Google 


KBLLY  y.  CITY  OF  MINNEAPOLI&  856 

city  has  just  as  much  interest  hx  the  land  mortgaged  as  it  had 
before.  When  the  land  is  paid  for,  it  will  be  the  property  of 
the  city.  If  not,  the  certificate  holder  takes  it  on  his  mortgage. 
The  debt  of  the  city  is  neither  increased  nor  diminished  by  the 
transaction.  No  revenues  of  the  city  which  must  be  raised  or 
replaced  by  taxation  are  pledged  for  the  payment  of  the  certifi- 
cates. The  statute  expressly  provides  that  the  park  board  can- 
not create  any  personal  or  general  liability  on  the  part  of  the 
city  by  any  certificates  they  may  issue,  except  to  pay  such 
amount  as  may  be  realized  from  assessments  on  property  bene- 
fited on  account  of  the  acquisition  of  the  land  purchased  for  park 
purposes.  In  no  event,  nor  under  any  circumstances,  is  the 
city  liable,except  as  a  trustee,  to  pay  over  to  the  certificate  holder 
the  amount  actually  realized  for  the  assessments.  The  debt  lim- 
it is  measured  by  the  assessed  valuation  of  the  taxable  property 
of  the  city.  How,  then,  can  it  be  said  that  these  certificates,  for 
the  payment  of  which  the  city  is  not  liable,  and  for  which  no  tax 
can  be  levied,  are  an.  indebtedness  of  the  city,  within  the  meaning 
of  the  statute  fixing  the  debt  limit  T 

3.  Is  the  amount  of  the  bonds  and  cash  in  the  sinking  fund 
of  the  city  to  be  deducted  from  the  total  amount  of  its  outstand- 
ing bonds  for  the  purpose  of  determining  whether  or  not  it  has 
exceeded  its  debt  limit  T  The  view  which  we  take  of  the  purpose 
and  nature  of  this  sinking  fund  renders  unnecessary  a  decision 
of  the  question  raised  and  discussed  by  counsel  as  to  the  repeal, 
by  chapter  204,  Laws  1893,  of  the  provisions  of  the  charter  of 
the  city  authorizing  such  deduction  to  be  made.  If  this  statute 
does  not  prohibit  such  deduction,  we  are  of  the  opinion  that  it 
must  be  made.  It  is  claimed  by  plaintiffs  that  the  proviso  of 
section  2,  q,  204,  Laws  1893,  under  the  rule,  '^Expressio  unitis 
est  exdusio  tUterius/^  forbids  the  deduction  of  the  amount  of 
the  sinking  fund.  This  maxim  is  not  of  universal  application 
in  the  aonstruction  of  statutes,  but  whether  or  not  it  applies  in 
a  given  case  depends  upon  the  intention  of  the  legislature  as 
indicated  upon  the  face  of  the  statute.  Broom,  Leg.  Max.  663 ; 
Suth.  St.  Const.  §  329.  The  proviso  in  question  is  in  these 
words:  ''Provided  that  when  bonds  are  issued  for  the  purchase, 
refunding,  or  payment  of  other  bonds  of  such  city,  the  bonds  to 
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be  so  poFchased  or  paid  shall  not  be  considered  a  part  of  the 
bonds  on  which  any  city  may  be  liable  for  the  purpose  of  deter^ 
mining  whether  the  bonds  so  issued  will  increase  the  bonded  in- 
debtedness of  any  city  above  the  limit  prescribed  in  this  act." 
The  purpose  of  this  proviso  is  obvious  upon  its  face.  It  was 
intended  to  set  at  rest  any  i>08Bible  question  which  might  be 
raised  by  would-be  purchasers  of  bonds  issued  for  the  purpose  of 
purchasing,  paying  or  refundiug  previous  bonds  of  the  city,  as 
to  their  validity,  which  would  impair  their  market  value,  and  em- 
barrass their  negotiation.  When  this  proviso  is  read  in  con- 
nection with  the  other  provisions  of  the  chapter  of  which  it  is 
a  part,  especially  the  first  section  thereof,  which  declares  that  the 
rights  and  powers  previously  granted  to  the  cities  of  the  state 
shall  not  be  abridged  or  affected  by  the  act,  it  is  manifest  that 
the  proviso  was  not  intended  either  to  prohibit  or  to  authorize 
the  taking  into  account  the  sinking  fund  of  a  eity  in  determining 
its  actual  indebtedness.  We  are,  then,  to  inquire  as  to  the  essen- 
tial character  of  this  sinking  fund,  and  determine  therefrom, 
according  to  general  principles  of  law  and  the  suggestions  of 
common  sense,  whether  or  not  the  amount  thereof  should  be  de- 
dusted  from  the  total  amount  of  the  outstanding  funds  of  the 
city  in  order  to  ascertain  its  actual  indebtedness.  Section  13,  c.  5, 
Charter  of  Minneapolis,  requires  the  city  council  to  make  an 
annual  levy  of  taxes  sufficient  to  pay  interest  to  become  due 
during  the  next  fiscal  year  on  all  bonds  and  debts  of  the  eity, 
and  also  to  levy  a  further  tax  of  one  mill  to  pay  the  principal 
of  the  bonds  when  th^  become  due,  and  forbids  the  application 
of  the  fund  created  by  sueh  tax  to  any  other  purpose.  Section 
14,  Id.,  declares  that,  in  order  to  provide  for  the  certain  payment 
of  the  bonds  and  debts  of  the  diy,  the  council  are  authorized  to 
maintain  this  sinking  fund,  and  provide  for  its  investment  and 
security,  but  have  no  authority  to  abolish  it  until  all  the  debts  of 
tbe  dty  are  paid,  nor  to  divert  it  or  any  increase  thereof  to  any 
other  purpose,  and  are  required  to  appoint  a  board  of  sinking 
fund  commissioners  to  take  charge  of  the  fund.  This  board, 
with  tiie  consent  of  the  council,  may  invest  the  fund  in  the 
bonds  of  the  city  or  in  eertain  other  designated  bonds.  If  it  is 
invested  in  the  bonds  of  the  city,  they  are  not  to  be  canceled, 
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but  the  interest  thereon  is  to  be  colleeted,  and  added  to  the  frand ; 
and  when  the  principal  of  any  city  bonds  becomes  due,  such  of 
the  bonds  in  the  sinking  fund  as  may  be  necessary  are  to  be  sold, 
with  the  consent  of  the  council,  and  the  matured  bonds  paid. 
In  case  the  board  or  council  neglect  or  violate  any  of  these 
provisions,  any  taxpayer  or  bondholder  is  given  the  right  to 
enforce  compliance  therewith  by  suit.  The  substantial  main- 
tenance of  this  fund,  in  accordance  with  these  provisions,  to  se- 
cure payment  of  the  principal  and  interest  of  the  bonds  and  debts 
of  the  city,  is  declared  to  be  a  part  of  the  contract  with  the  bond- 
holders. Section  22,  Id.,  declares,  in  effect,  that  no  warrant  or 
further  appropriation  on  the  part  of  the  city  council  is  re- 
quired for  the  applieation  of  the  money  in  the  sinking  fund  to 
the  payment  of  the  bonds.  It  is  dear  from  these  provisions 
that  the  money  in  the  sinking  fmid  which  has  already  been  raised 
by  taxation  is  irrevocably  appropriated  to  the  payment  of  the 
outstanding  bonds  andMebts  of  the  city.  If  any  part  of  the 
fund  is  invested  in  city  bonds,  they  can  never  be  disposed  of,  ex- 
cept to  extinguish  by  payment  prior  maturing  city  bonds.  When 
any  bonds  held  by  the  sinking  fund  become  due,  they  are  at  once 
a  charge  against  the  fund,  and  they  are  extinguished  by  credit- 
ing the  amount  thereof  to  the  fund.  It  is  true,  as  counsel  for 
plaintiffs  claim,  that  there  is  no  express  provision  in  the  charter 
providing  that  city  bonds  in  the  sinking  fund,  when  they  mature, 
shall  be  so  extinguished ;  but  such  bonds  can  only  be  sold  to  pay 
other  bonds  as  they  become  due,  and  the  provision  of  the  char- 
ter authorizing  such  sale  surely  cannot  mean  that  city  bonds  in 
the  sinking  fund  already  due  are  to  be  sold  to  pay  other  bonds 
also  due,  or  that  city  bonds  purchased  for  the  fund  are  to  remain 
uncanceled  indefinitely  after  their  maturity,  and  a  tax  equal  to 
the  interest  thereon  levied  annually,  and  paid  into  the  fund. 
The  fair  inference  from  the  law  relating  to  this  sinking  fund 
is  that,  when  bonds  become  due,  they  are  to  be  paid  and  can- 
celed, whether  held  by  the  sinking  fund  or  other  parties.  It 
appears  from  the  record  in  this  case  that  all  of  the  bonds  held  by 
the  sinking  fund  are  tiie  bonds  of  the  city,  hence  the  amount  of 
the  bonds  and  the  money  in  the  fund  necessarily  represent  an 
equal  amount  of  the  outstanding  and  uncanceled  bonds  and  in- 
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debtednefls  of  the  city,  which  has  abeady  been  realized  from  tax- 
ation to  pay  the  bonds ;  and  to  ascertain  the  farther  amonnt  to  be 
raised  by  taxation  in  order  to  extinguish  the  entire  indebtedneas 
of  the  city  it  necessarily  follows  that  the  amonnt  of  the  sinking 
f imd  is  to  be  deducted  from  the  entire  amount  of  the  apparent 
indebtedness  of  the  city.  The  balance  is  its  actual  debt.  The 
debt  limit  of  the  statute  has  reference  to  an  actual  indebtedneas 
for  the  payment  of  which  a  tax  must  be  levied,  not  to  an  uncan- 
celed apparent  liability.  Bank  v.  Grace,  102  N.  T.  313,  7  N.  B. 
164.  As  we  have  suggested,  this  debt  limit  of  the  statute  is 
measured  by  the  rate  per  cent,  of  taxation  necessary  to  pay  the 
entire  debt  of  the  city.  This  is  the  test  Now,  it  is  apparent 
from  the  admitted  facts  in  this  case,  that  a  5  per  centum  tax 
on  the  assessed  valuation  of  the  city  would  produce  a  sum  which, 
if  added  to  the  amount  of  the  sinking  fund,  would  exceed  the 
amount  of  all  of  its  bonds  and  debts,  including  these  reservoir 
bonds.  It  follows,  then,  that  the  amount  of  the  sinking  fund 
must  be  deducted  from  the  total  apparent  debt  of  the  city  to  as- 
certain whether  its  actual  debt  exceeds  the  debt  limit. 

4.  Can  the  board  of  sinking  fund  commissioners  purchase 
from  the  city  its  bonds  at  the  time  they  are  offered  for  sale  t  We 
answer  this  question  in  the  negative.  We  agree  with  the  city 
attorney  that  there  is  no  statute  forbidding  in  express  words  such 
purchase,  but  we  are  of  the  opinion  that  such  a  purchase  is  so 
radically  inconsistent  with  the  essential  character  of  the  sinking 
fund,  and  so  destructive  of  the  purposes  to  be  conserved  by  its 
maintenance,  that  it  must  be  held  that  the  prohibition  is  neces- 
sarily implied.  The  city  can  only  issue  and  sell  its  bonds  by  the 
action  of  its  council,  and  the  board  of  sinking  fund  commis- 
sioners can  only  buy  its  bonds  by  the  action  and  consent  of  the 
council.  The  intention  of  the  statute  is  that  the  council  and 
the  board  shall  be  a  check  upon  each  other  in  the  purchase  of 
bonds  with  money  in  the  sinking  fund.  The  unbiased  judg- 
ment and  independent  action  of  each  body  are  essential  to  the 
safe  guarding  of  a  fund  which  is  intended  to  secure  the  certain 
payment  of  the  existing  bonds  and  debts  of  the  city,  and  which 
the  council  are  forbidden  to  divert  to  any  other  purpose.  The 
council  cannot  act  for  the  city  in  selling  its  bonds,  and  at  the 
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same  time  consent  that  the  trustees  of  the  bondholders  and  cred- 
itors of  the  city,  the  board,  may  invest  the  trust  fund  in  the 
bonds  which  the  conncil  desires  to  sell,  because  in  such  a  case 
there  can  be  no  exercise  of  an  unbiased  and  independent  judg- 
ment by  the  council  as  to  the  propriety  of  such  purchase  by  the 
board.  To  construe  the  law  so  as  to  authorize  such  a  sale  would 
make  the  sinking  fund  a  debt-creating  instead  of  a  debt-paying 
scheme.  Section  4,  c.  204,  Laws  1893,  provides  that  the  bonds 
to  be  issued  under  the  act  shall  not  bear  interest  at  a  greater 
rate  than  5  per  cent,  per  annum  and  that  they  shall  not  be  sold 
for  less  than  par  and  accrued  interest  to  the  highest  bidder, 
after  publication  of  notice  of  the  sale  thereof.  This  implies  that, 
if  the  credit  of  a  municipality  or  the  money  market  is  such  that 
its  bonds  will  not  bring  in  the  open  market  par  and  accrued 
interest,  they  shall  not  be  sold.  Now,  if  a  city  having  a  sinking 
fund  set  apart  for  the  payment  of  its  outstanding  bonds  can  be 
a  bidder  and  purchaser  of  its  own  bonds  at  the  original  sale 
thereof,  using  the  sinking  fund  for  such  purpose,  it  follows  that, 
when  the  credit  of  the  city  or  the  money  market  is  such  that  a 
5  per  cent,  bond  will  not  sell  in  the  market  for  par  and  accrued 
interest,  the  city  may  sell  its  bonds  to  itself  by  the  action  of  its 
council  and  its  sinking  fund  board,  in  violation  of  the  spirit, 
if  not  the  letter,  of  the  law.  Or,  in  other  words,  the  city  council, 
when  it  cannot  sell  bonds  of  the  city  in  the  manner  required  by 
law,  may  consent  that  the  board  may  turn  over  to  the  city  the 
money  in  the  sinking  fund,  and  receive  in  lieu  thereof  a  new 
issue  of  city  bonds  that  cannot  be  sold  in  the  market,  whereby 
the  sinldng  fund  is  diverted,  to  the  prejudice  of  bondholders  and 
the  impairment  of  the  credit  of  the  city.  One  of  the  primary 
objects  of  the  law  in  providing  for  and  jealously  guarding  the 
sinking  fund  is  to  maintain  the  credit  of  the  city,  and  enable  it 
to  borrow  money,  when  necessary,  on  its  bonds,  at  a  low  rate  of 
interest,  and  thereby  lessen  the  burden  of  the  taxpayers.  But 
if  the  city,  by  the  consent  of  its  council  and  the  action  of  its 
board  of  sinking  fund  commissioners,  can  hdp  itself  to  the  money 
in  the  fund  when  its  bonds  are  unsalable,  and  substitute  for  the 
money  such  bonds,  the  object  of  the  law  utnU  be  defeated,  and 
the  sinking  fund  become  the  means  of  facilitating  an  increase  of 
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the  debt  of  the  city.  True,  there  is  no  claim  made  in  this  ease 
of  any  want  of  good  faith  on  the  part  of  the  oonneil  and  the 
board,  and  it  may  also  be  true  that  in  this  particular  case  it 
would  be  for  the  advantage  of  the  sinking  fund  to  pnrchafle  of 
the  city  its  bonds  direct,  before  they  have  been  negotiated;  but 
the  evils  which  might  result  from  a  construction  of  the  statute 
permitting  this  to  be  done  are  serious.  The  purpose  of  the 
statute  is  to  guard  against  the  ponibility  of  such  evils.  When 
the  provision  of  the  charter  relating  to  the  sinking  fund  and  the 
statute  regulating  the  sale  of  municipal  bonds  are  considered 
together,  it  is  obvious  that  a  sale  by  the  city  of  its  bonds  to  itself 
for  its  sinking  fund  would  be  a  violation  of  the  spirit,  if  not  the 
letter,  of  the  law. 

Order  reversed,  and  case  remanded  with  direction  to  the  dis- 
trict court  to  grant  the  plaintiffis'  motion  for  a  temporary  in- 
junction. 
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CHAPTER  V. 

QBHIRAL  POWERS  OF  THE  BiUNlCIPALITY.* 

Action  by  the  Caunoi.^^ 

OWBIL  V.  TTLBB. 

3  N.  D.  47.    1897. 

Appeal  from  diatriot  oourt,  Caas  oounly;  W.  B.  MoCoimell, 
Judge. 

Statutoiy  action  by  William  CNeil  against  B.  S.  Tyler  to 
quiet  an  adverse  title  to  real  estate,  whieh  defendant  elaims 
by  virtue  of  certain  tax  deeds.  Judgment  for  plaintiff.  De- 
fendant appeals.  Judgment  setting  aside  the  tax  deeds  is  af- 
firmed, and  ease  remanded  for  further  proceedings  consistent 
with  the  opinion. 

Wajuun,  J.  •  •  •  We  will  first  consider  the  validity  of 
the  alleged  tax  of  1884,  for  which  the  city  treasurer  sold  the 
property  in  1885.  At  that  time  the  amended  charter  of  the  city 
of  Fargo,  adopted  in  March,  1881,  was  in  force.  Among  other 
provisions  of  the  charter  were  the  following:  ''Sec.  5.  The 
powers  hereby  granted  shall  be  exercised  by  the  mayor  and  coun- 
cil of  the  city  of  Fargo  as  hereinafter  set  forth.''  ''Sec.  8.  The 
council  of  said  city  of  Fargo  shall  consist  of  eight  citizens  of 
said  city,  being  two  from  each  ward,  who  shall  be  qualified  elec- 
tors of  their  respective  wards,  under  the  organie  act  of  this  ter- 
ritory, one  of  whom  shall  be  elected  president  of  the  council 
at  their  first  regular  meeting  after  each  annual  election  provided 
in  section  9  of  this  act."  "See.  13.  All  ordinances  of  the  city 
shall  be  passed  pursuant  to  such  rules  and  regulations  as  the 
mayor  and  council  may  prescribe:  provided,  that  upon  the  pas- 


*See  Sees.  1400-1416,  Vol.  9,  Qyclopedla  of  Law,  and  cases  tbecela  cited. 
♦♦See  Sec  1404  et  seq.,  VeL  9,  Cydopedla  of  Law. 
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sage  of  all  ordinances  the  yeas  and  nays  shall  be  entered  upon 
the  record  of  the  city  eoxmcil,''  etc.  "Sec  38.  The  mtLjot 
shall  haye  i>ower  to  sign  or  veto  any  ordinance  or  resolution 
passed  by  the  city  connciL  Any  ordinance  or  resolution  vetoed 
by  the  mayor  may  be  passed  over  the  veto  by  a  vote  of  two  thirds 
of  the  whole  number  of  aldermen  elected,  notwithstanding  the 
veto;  and  should  the  mayor  neglect  or  refuse  to  sign  any  ordi- 
nance, or  return  the  same  with  his  objections  in  writing  within 
ten  days,  the  same  diall  take  effect  without  his  signature." 
Section  12  declares  that  the  ''mayor  and  council"  of  the  city 
of  Fargo  ''shall  have  i>ower  to  levy  and  collect  taxes  for  general 
purposes."  Section  4  of  an  ordinance  not  pleaded,  but  offered 
in  evidence,  also  confines  the  power  in  express  terms  ui>on  the 
"mayor  and  council"  to  "levy  the  necessary  taxes"  on  the 
"first  Monday  of  September."  The  answer  expressly  avers  that 
the  several  acts  pleaded  by  the  defendant  as  constituting  the 
assessment,  equalization,  and  levy  of  the  taxes  of  1884,  and  em- 
bracing also  the  sale  of  plaintiff's  property  by  the  city  treas- 
urer in  1885  for  such  taxes,  and  the  execution  and  delivery  of  the 
tax  certificates  and  tax  deed,  were  all  and  singular  done  and  per- 
formed under  and  by  virtue  of  "chapter  6  of  the  ordinances  of 
the  city  of  Fargo." 

At  the  trial  plaintiff  claimed  that  no  swh  ordinance  existed, 
hecause  the  same  was  never  legaU/ff  enacted  or  adopted  hy  the 
city  council,  for  the  reason  that  upon  the  passage  of  the  ordinance 
by  the  council  the  **yeas  and  nays  were  not  entered  upon  the 
record  of  the  city  council/ '  as  was  required  to  be  done  by  section 
13  of  the  city  charter.  'We  think  the  evidence  fully  sustained 
plaintiff's  contention  on  this  point,  and  the  trial  court  found  it 
to  be  true,  as  a  matter  of  fact,  that  the  yeas  and  nays  were  not 
entered  in  the  record  of  the  city  council  upon  the  passage  of  the 
ordinance,  and  that  said  record  contains  no  entry  of  or  con- 
cerning the  passage  of  said  ordinance,  except  as  foUows:  *'April 
19,  1881,  council  met  pursuant  to  adjournment.  Revised  or- 
dinances  were  accepted,  and  old  ones  repealed.*'  Upon  this  rec- 
ord we  are  compelled  to  hold,  under  the  authorities  cited  below, 
that  the  dUeged  ordinance  was  not  legally  passed  or  adopted,  and 
hence  never  became  a  valid  enactment.    See  1  Dill.  Mun.  Coip. 
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§  291,  and  eases  cited  in  note  1.  See  dnalogons  doctrine  applied 
to  legislation.  Cool^,  Const.  lim.  (6th  Ed.)  168;  Snth.  St 
Const  §  48.  Our  attention  is  directed  to  the  fact  that  an  ordi* 
nance  was  adopted  in  1884,  which,  among  other  things^  changes 
the  date  of  selling  real  estate  of  city  taxes  and  fixes  the  rate  of 
interest  on  cily  taxes  after  such  taxes  become  delinquent  at  a  rate 
specified  by  section  1  of  the  original  ordinance.  But  this  later 
ordinance  purports  to  be  only  an  amendment  of  a  single  section 
of  the  original  ordinance,  L  e.,  section  3  of  chapter  6,  supra. 
Standing  alone,  the  amendment  is  meaningless,  and  wholly  in- 
capable of  enforcement  It  is  obvious  that  the  amendment  would 
not  have  been  adopted  as  an  independent  law.  Under  such  cir- 
cumstances, the  amendment  must  be  held  to  be  null  and  void. 
Cooley,  Const.  Link.  (6th  Ed.)  pp.  211,  212.  As  has  been  seen, 
the  power  to  levy  the  city  taxes  for  general  purposes  is,  by  the 
charter  as  well  as  by  an  ordinance  of  the  city,  conferred  in  ex- 
press terms  upon  the  ''mayor  and  counciL''    •    •    • 
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MUNICIPAL  COURTS  AND  MUNICIPAL  PROPERTY. 

STATE  V.  MAYOR,  ETC.,  OP  CITY  OF  ORANGE. 
54  N.  J.  Law,  111.    1891. 

Certiorari,  at  the  prosecution  of  the  North  Baptist  Choreh,  to 
the  mayor  and  common  cooncU  of  the  city  of  Orange,  to  inquire 
into  the  validity  of  an  ordinance  of  that  city  relative  to  the 
opening  of  a  street,  and  to  bring  up  all  proceedings  under  such 
ordinance.    Ordinance  set  aside. 

Before  Depub,  Dixon,  and  Reed,  JJ. 

Reed,  J.  •  •  •  There  are,  however,  irregularities  which 
we  are  constrained  to  regard  as  fatal  to  the  present  ordinance. 
These  irregularities  are  to  be  found  in  the  manner  in  which  the 
notice  of  the  proposed  improvement,  as  well  as  the  manner  in 
which  the  ordinance,  after  its  passage,  were  printed.  The  char- 
ter (P.  L.  1869,  p.  212,  §  61)  requires  that  public  notice  of  the 
contemplated  improvement  shall  be  given  by  publishing  a  copy 
of  the  proposed  ordinance,  and  that  the  said  notices  shall  state 
the  time  and  place  of  the  meeting  of  common  council  at  which 
they  will  proceed  to  consider  the  said  ordinance.  A  supplement 
to  the  charter  (P.  L.  1873,  p.  461,  §  5}  requires  that  these  notices 
shall  be  published  in  all  three  of  the  newspapers  published  at 
that  time  in  the  city  of  Orange.  One  of  these  papers  was  then, 
and  still  is,  printed  in  the  German  language.  The  notice  of  the 
time  and  place  when  the  present  ordinance  would  be  considered 
was  printed  in  this  paper,  as  it  was  in  the  other  two  papers,  in 
the  English  language.  This,  we  think,  was  a  mistake.  The  pri- 
mary meaning  of  the  word ' '  publish  "  is  to  ' '  make  known. ' '  The 
medium  through  which  intelligence  is  communicated  in  a  Qerman 


^8ee  Sees.  1417-1421,  Vol.  9,  Cyclopedia  of  Law,  and  cases  llierain  cited. 
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newspaper  is  the  German  language.  The  object  to  be  attained  by 
including  such  papers  in  the  class  of  publications  is  to  bring 
knowledge  home  to  a  body  of  readers  by  whom,  as  a  rule,  the 
English  language  is  not  readily  or  not  at  all  legible.  A  notice 
contained  in  a  German  newspaper  in  a  language  other  than  the 
German  is  not  published,  but  only  printed.  Again,  the  charter 
requires  all  ordinances,  after  their  passage,  to  be  published  in 
the  same  three  papers.  This  ordinance  was  published  in  a  Ger- 
man translation  only.  I  think  this  was  also  a  mistake.  There  is 
a  manifest  distinction  to  be  observed  between  the  publication  of 
a  notice  and  the  publication  of  an  instrument  or  statute  or  ordi- 
nance. A  notice  requires  no  particular  collocation  of  words,  so 
long  as  it  conveys  a  clear  notion  of  its  subject;  but  a  statute  or 
ordinance  has  no  legal  existence  except  in  the  language  in  which 
it  is  passed.  No  translation,  however  accurate,  can  be  adopted 
in  the  place  of  its  original  text,  for  the  purposes  of  construction 
in  a  legal  proceeding.  Until  the  legislature  makes  a  provision 
for  the  printing  of  ordinances  in  German  newspapers  in  trans- 
lation, it  is  not  perceived  how  they  can  be  printed  otherwise  than 
Ktera  et  verbis.  The  publication  of  the  translation  may  be  re- 
garded as  a  proper  explanatory  adjunct  to  the  English  copy,  but 
cannot  be  accepted  as  a  legal  substitute  for  it.  This  view  of  the 
manner  in  which  an  ordinance  should  be  printed  under  these 
conditions  applies  in  some  degree  to  the  notice  also.  As  already 
set  forth,  the  charter  requires  that,  as  part  of  such  notice,  a  copy 
of  the  proposed  ordinance  shall  be  published.  For  the  reasons  al- 
ready stated  this  copy  should  appear  in  English.  The  ordi- 
nance must  be  set  aside. 
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CHAPTER  VU. 

MUNICIPAL   CONTROL   OVER   STREETS* 

COMMONWEALTH  v.  PBNTON. 
139  Mass.  195.    1885. 

EzoeptioiiB  from  saperior  eourt,  Suffolk  eounly;  Blodgett, 
Judge. 

Nathaniel  W.  Fenton  was  convicted,  under  an  ordinance  of 
the  city  of  Boston^  of  allowing  his  vehicle  to  atop  in  the  street  for 
more  than  20  minutes,  and  brings  exceptions.  Exceptions  over- 
ruled. 

Pbb  curiam.  The  regulation  which  prohibits  any  person  from 
allowing  his  vehicle  to  stop  in  a  public  street  for  a  longer  time 
than  20  minutes  is  a  valid  police  regulation.  Pub.  St  c  28,  §  25 ; 
Com.  V.  Brooks,  109  Mass.  355.  The  fact  that  the  defendant  had 
a  license  from  the  state  as  a  hawker  and  peddler  is  immaterial. 
His  license  does  not  authorize  him  to  violate  the  ordinances  or 
police  regulations  of  the  city.  He  is  subject  to  the  regulation 
in  question  in  the  same  manner  as  is  any  person  exercising  a 
trade  which  does  not  require  a  license.    Exceptions  overruled. 


COMMONWEALTH  v.  MULHALL. 
162  Mass.  496.    1895. 

Exceptions  from  superior  court,  Suffolk  county;  J.  B.  Bieh- 
ardaon,  Judge. 

Patrick  Mulhall  was  convicted  of  violating  a  city  ordinttice, 
and  accepts.    Exceptions  overruled. 


^See  Bees.  1422-1426,  Vol.  9,  Cyclopedia  of  Law.  and  cases  tbereln  dted. 
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Knowwon,  J.  By  Pub.  St.  c.  53,  §  15,  it  is  provided  that  "the 
mayor  and  aldermen  and  selectmen  may  make  such  rules  and 
regulations  for  the  passage  of  carriages,  wagons,  carts,  trucks, 
sleds,  sleighs,  horse  cars  or  other  vehicles,  or  for  the  use  of  sleds 
or  other  vehicles  for  coasting  in  or  through  the  streets  or  public 
ways  of  a  city  or  town  as  they  may  deem  necessary  for  the  pub- 
lic safety  or  convenience,  with  penalties  for  violation  thereof  not 
exceeding  twenty  dollars  for  each  offense."  This  Matute  was 
originally  enacted  in  similar  language  in  the  statute  of  1875 
(chapter  136,  §  1).  The  ordinance  which  the  defendant  is  al- 
leged to  have  violated  is  as  follows:  ''No  person  shall  carry  or 
cause  to  be  carried  on  any  vehicle  in  any  street  a  load,  the  weight 
whereof  exceeds  three  tons,  unless  such  load  consists  of  an  article 
which  cannot  be  divided.''  The  statute  above  quoted  has  refer- 
ence to  the  safety  and  convenience  of  the  public  in  the  use  of 
the  streets.  Many  of  the  streets  of  Boston  are  greatly  crowded, 
not  only  with  pedestrians,  but  with  vehicles  of  almost  every  kind. 
It  cannot  fairly  be  said  that  this  ordinance  has  no  reference  to 
the  convenience  or  safety  of  the  public  who  use  the  streets.  We 
can  see  that  very  heavily  loaded  teams,  drawn  by  four  or  six 
horses,  in  the  most  crowded  parts  of  the  city,  might  seriously  in- 
terfere with  the  convenient  use  of  the  streets  by  others.  If  the 
ordinance  is  within  the  class  of  ordinances  in  regard  to  which 
this  statute  permits  the  mayor  and  aldermen  to  exercise  their 
judgment  and  discretion,  we  cannot  declare  it  void  on  the  ground 
that  we  might  have  decided  the  question  in  reference  to  the  ne- 
cessity of  the  ordinance  differently.  If  they  deem  such  an  ordi- 
nance necessary  for  the  public  safety  or  convenience,  and  if  it  is 
not  a  clear  invasion  of  private  rights  secured  by  the  constitution, 
it  must  stand  as  a  regulation  made  under  legislative  authority. 
We  think  the  facts  offered  to  be  proved  do  not  take  the  case  out 
of  the  field  of  regulation  by  the  legislature,  or  by  the  mayor  and 
aldermen  as  a  local  tribunal  acting  under  the  authority  of  the 
kgislature.  If  it  appeared  that  the  ordinance  could  have  no  re- 
lation to  the  safety  or  convenience  of  the  public  in  the  use  of  the 
streets,  the  fact  that  the  mayor  and  aldermen  declare  the  regula- 
tion to  be  necessary  would  not  give  it  validity.  But  we  cannot 
say  that  they  were  in  error  in  deciding  that  the  use  of  heavily 
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loaded  vefaicleB  is  a  matter  aifeeting  the  pnblie  in  the  lue  of  the 
streeta,  whieh  may  be  regulated  under  the  statute,  nor  ean  we 
say  that  the  ordinance  ia  anything  more  than  a  regulation,  upon 
the  neoesBity  of  whieh  their  decision  is  final  Com.  v.  Plaisted, 
148  Mass.  375, 19  N.  E.  224;  Com.  y.  Ellis,  158  Mass.  555,  33  N. 
E.  651;  Com.  y.  Fenton,  139  Mass.  195,  29  N.  E.  653;  Com.  y. 
Stodder,  2  Cush.  562;  Com.  y.  Bobertaon,  5  Cush.  488.  Bxeq^ 
tions  oyerruled. 


CITY  OP  EOSEDAIiB  y.  GOLDINO. 
55  Kan.  167.    1895. 

Error  from  district  oourt,  Leayenworth  county;  Robert 
Crozier,  Judge. 

Action  by  Fatriak  (folding  against  the  city  of  Bosedale  for  in- 
juries to  his  minor  son.  Plaintiff  haying  died,  Sarah  Golding, 
his  administratrix^  was  substituted  as  plaintiff.  Judgment  for 
plaintiff,  and  defendant  brings  error.    AvsmMSD. 

Johnston,  J.  In  July,  1886,  John  Golding,  who  was  about  17 
years  of  age,  resided  with  his  father  and  mother  in  Bosedale,  and 
worked  in  a  packing  house  in  Armourdale.  On  one  of  the  prin- 
eipal  streets  of  Bosedale  there  was  a  bridge  which  spanned 
Turkey  creek,  and  the  boy  passed  oyer  this  bridge  in  going  to  and 
from  his  work.  On  the  eyening  of  July  1,  1886,  while  riding  a 
pony  oyer  the  bridge,  on  his  way  home,  he  met  a  team,  and,  in 
passing,  a  trace  or  some  otitier  part  of  the  harness  of  the  other 
team  touched  the  pony,  causing  him  to  flinch  and  jump  aside,  so 
as  to  precipitate  the  boy  and  pony  off  the  edge  of  the  bridge, 
down  into  the  creek,  a  distance  of  about  12  feet.  The  boy  suf- 
fered seyere  and  permanent  injury  from  the  f alL  An  action  was 
brought  by  his  father,  Patrick  Oolding,  to  recoyer  for  medical 
and  surgical  attendance,  hospital  charges,  loss  of  the  pony,  and 
for  the  loss  of  the  seryiees  of  John  Golding  from  the  time  of  his 
injury  until  he  reached  majority.  Patrick  Golding  died  soon 
after  the  commencement  of  the  action,  and  Sarah  Golding  was 
appointed  administratrix  of  his  estate,  and  the  action  against  the 
city  was  duly  reyiyed  in  her  name.    The  ri^t  of  recoyery  was 
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based  on  the  neglect  of  the  city  in  permitting  the  bridge  to  re- 
main without  proper  guards  or  railings  on  the  sides  of  the  same, 
and  that  it  was  therefore  not  in  a  reasonably  safe  condition  for 
the  use  of  the  publie.  Upon  the  trial  the  jury  returned  a  verdict 
in  favor  of  plaintiff,  and  against  the  city  of  Bosedale,  in  the  sum 
of  $2,336.  The  only  serious  contention  of  the  city  in  the  trial 
court  was  that  the  bridge  had  been  built  and  maintained  by  the 
county,  and  that,  therefore,  no  liability  could  arise  against  the 
city  for  injuries  resulting  from  its  defective  condition.  While 
the  bridge  had  been  built  by  the  county,  it  formed  a  part  of  one 
of  the  principal  streets  of  the  city.  It  was  the  duty  of  the  city 
to  keep  and  maintain  the  streets  and  the  bridges  thereon  in  such 
a  condition  as  to  be  reasonably  safe  for  persons  traveling  upon 
and  over  the  same,  and  it  is  liable  in  damages  to  any  one  who 
suffers  injuries  resulting  from  a  neglect  to  perform  this  duty. 
The  fact  that  the  bridge  was  in  this  instance  built  by  or  had  been 
maintained  at  the  expense  of  the  county  does  not  relieve  the  city 
from  the  obligation  to  keep  a  bridge  which  is  upon  one  of  the 
public  streets  within  its  corporate  limits  in  a  reasonably  safe 
condition  for  the  traveling  public.  A  claim  is  made  that  there 
was  no  testimony  showing  the  location  of  the  bridge,  but  we  find, 
upon  an  examination  of  the  record,  that  there  is  abundant  proof 
to  show  that  it  was  within  the  corporate  limits  of  Bosedale,  and 
"a  bridge  situated  wholly  within  the  limits  of  the  city  is,  with 
its  approaches,  a  part  of  the  public  streets,  and  as  such  within 
the  scope  of  the  city's  duties  and  liabilities."  City  of  Eudora 
V.  Miller,  30  Ean.  494,  2  Pac.  685.  See,  also.  Commissioners  of 
Shawnee  Co.  v.  City  of  Topeka,  39  Kan.  197,  18  Pac.  161.  It  is 
clear  that  the  city  was  negligent  in  failing  to  place  a  guard  or 
rail  along  the  side  of  a  high  bridge  that  was  60  feet  long.  There 
is  a  claim  that  the  boy  was  guilty  of  contributory  negligence  be- 
cause he  knew  or  should  have  known  of  the  dangerous  condition 
of  the  bridge,  but,  under  the  testimony,  it  cannot  be  said  as  a 
matter  of  law  that  he  was  guilty  of  negligence  in  crossing  the 
bridge.  That  question  was  submitted  to  the  jury  under  proper 
instructions,  and,  they  having  found  that  the  city  was  negligent 
and  the  boy  without  fault,  the  finding  is  conclusive.  The  claim 
that  the  verdict  is  excessive  is  not  sustained  by  the  record,  and 
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the  other  questiona  which  the  plaintiff  in  error  seeks  to  raise  wer« 
not  before  the  district  court,  and  therefore  are  not  reviewable 
in  this  court.  The  judgment  of  ike  district  court  will  be 
AFFiBMSD.    All  the  justices  concurring. 
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CHAPTER  VHL 

POWER  TO  MAKE  FIJBUC  IMPROVEMENTS,  ETC— DISSOLUTION.* 

Liability  of  the  Municipality  for  its  Torts.** 

HAZZAED  V.  CITY  OP  COUNCIL  BLUFFS. 

87  Iowa,  51.    1893. 

Appeal  from  district  court,  Pottawattamie  county;  A.  B. 
Thomell,  Judge. 

Action  to  recover  damages  for  injuries  to  the  plaintiff's  horse, 
by  reason  of  the  alleged  negligence  of  the  defendant  in  con- 
structing an  insufficient  culvert  in  a  street  of  the  city,  which 
caused  the  street  to  overflow  and  become  obstructed  with  mud, 
rubbish,  stones,  bricks,  and  other  refuse  matter.  There  was  a 
trial  by  jury,  which  resulted  in  a  verdict  and  judgment  for  the 
plaintiff.    Defendant  appeals. 

RoTHROGK,  J.  The  argument  of  counsel  for  appellant  pro- 
ceeds upon  the  theory  tiiat  the  evidence  does  not  show  that  the 
city  was  negligent  in  the  construction  of  the  culvert,  and  in  per- 
mitting brickbats,  brush,  and  other  rubbish  to  remain  in  the 
street.  It  cannot  be  a  subject  of  debate  that  the  culvert  was  in- 
sufficient to  carry  off  the  water  which  came  down  from  the  ad- 
jacent land.  The  fact  is  undisputed  that  the  culvert  became 
clogged  up,  and  that  the  water  washed  over  the  street,  and  de- 
posited brickbats  and  other  rubbish  upon  the  surface  of  the 
street;  and  there  is  evidence  in  the  case  from  which  the  jury 
were  authorized  to  find  that  there  was  a  ditch  or  depression  in 
the  street,  caused  by  the  action  of  the  water  which  should  have 
been  carried  off  through  the  culvert;  and  there  was  also  evidence 


*See  Sees.  1427-14S0,  Vol.  9,  Qrdopedla  of  Law,  and  cases  tberein  died. 
**See  Sec.  1428^  VoL  9,  Cyclopedia  of  Law, 
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to  the  effect  that  much  of  this  rubbish  which  obstmcted  the 
street  had  been  there  for  sufficient  time  to  authorize  a  finding 
that  it  must  have  come  to  the  knowledge  of  the  officers  of  the  city 
who  were  charged  with  the  duty  of  keeping  the  streets  in  repair, 
and  in  suitable  condition  for  travel.  This  being  the  state  of  the 
case,  there  can  be  no  doubt  that  the  city  was  liable  for  the  in- 
jury, unless  the  plaintiff  failed  to  show  that  the  person  in  charge 
of  the  horse  was  free  from  contributory  negligence  in  riding  the 
horse  on  and  over  the  obstructions  in  the  street.  The  evidence 
shows  that  the  plaintiff's  horse  was  injured  by  stepping  on  a 
brickbat  which  roDed  under  his  foot,  and  by  reason  of  the  roll- 
ing motion  of  the  brick  the  leg  of  the  horse  was  broken.  It  is 
claimed  that  the  brickbats  in  the  street  were  plainly  visible,  and 
that  the  rider  of  the  horse  should  have  avoided  them.  The  jury 
found  specially  that  a  part  of  the  obstructions  and  defects  in 
the  street  were  in  plain  view  of  the  person  in  chai^  of  the  horse. 
This  finding  was  warranted  by  the  evidence.  The  brickbats,  or 
most  of  them,  were  shown  to  be  in  plain  view;  but  there  was  evi- 
dence tending  to  show  that  there  was  a  ditch  and  brush  and  other 
rubbish  under  the  brickbats,  which  the  juiy,  no  doubt^  believed 
were  the  real  cause  of  the  rolling  of  the  brickbat  upon  which  the 
horse  stepped  and  was  injured.  A  careful  examination  of  the 
evidence  leads  us  to  the  conclusion  that  the  juiy  were  warranted 
in  finding  that  the  person  in  charge  of  the  horse  was  shown  to 
be  free  from  contributory  negligence.  These  general  observa- 
tions practically  dispose  of  this  appeal.  The  case  has  once  before 
been  in  this  court,  upon  an  appeal  by  the  plaintiff.  See  79  Iowa, 
106,  44  N.  W.  219.  At  the  last  trial  the  court  appears  to  have 
tried  the  case  in  accord  with  the  opinion  on  the  former  appeal 
Appellant's  counsel  complain  of  the  refusal  to  give  certain  in- 
structions to  the  jury,  upon  the  request  of  the  defendant.  The 
instructions  which  were  given  by  the  court  on  its  own  motion 
covered  every  conceivable  question  in  the  case,  and  there  was  no 
necessity  for  further  instruction.  It  is  claimed  that  certain  parts 
of  the  charge  to  the  jury  were  erroneous.  We  discover  no 
ground  for  disturbing  the  judgment  on  this  ground.  The  charge, 
taken  as  a  whole,  is  a  correct  exposition  of  the  law  of  negligence, 
as  applied  to  the  facts  disclosed  in  evidence. 
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Special  objection  is  made  to  the  following  language,  used  by 
the  court  in  the  instructions:  ''But  actual  notice  need  not  be 
shown  in  all  cases.  It  may  be  inferred  from  the  notoriety  of  the 
defect,  or  from  its  being  so  visible  and  apparent,  and  having 
continued  for  such  length  of  time,  as  that,  in  the  exercise  of  rea- 
sonable observation  and  care,  the  proper  officers  of  the  city  ought 
to  have  known  of  and  remedied  or  removed  the  defect  or  ob- 
struction. The  evidence  in  this  case  fails  to  show  actual  notice 
of  the  defect  or  obstruction  complained  of,  if  same  existed,  to 
the  defendant  or  its  officers ;  but  if  the  evidence  shows  that  such 
defect  or  obstruction  had  existed  for  such  length  of  time,  and 
was  so  visible  and  apparent,  as  that  the  officers  and  servants  of 
the  defendant  ought,  in  the  exercise  of  ordinary  care  and  ob- 
servation, to  have  known  of  and  remedied  or  removed  same  be- 
fore the  time  of  the  accident  in  question,  this  would  be  sufficient 
to  show  that  the  defendant  was  negligent  in  permitting  such 
defects  or  obstructions  to  remain  at  the  time  of  the  accident;  but 
unless  the  evidence  does  show  that  said  defects  or  obstructions 
were  caused  by  the  negligence  of  the  defendant  in  constructing 
the  culvert  at  the  place  in  question,  as  before  explained,  or  that 
same  were  of  such  notoriety,  or  had  existed  for  such  length  of 
time,  and  were  visible  and  apparent  before  the  accident,  as  that 
the  officers  and  servants  of  the  defendant,  in  the  exercise  of  or- 
dinary care  and  observation,  ought  to  have  known  of  and  reme- 
died or  removed  said  defects  or  obstructions,  the  defendant  can- 
not be  charged  with  negligence  on  account  thereof,  and  the 
plaintiff  cannot  recover  in  this  case.'*  The  objection  to  this  part 
of  the  charge  is  that  the  defendant  is  thereby  made  liable  if  a 
mere  servant  of  the  corporation  knew  of  the  defect,  or  could, 
with  reasonable  diligence,  have  discovered  it.  The  part  of  the 
charge  above  set  out,  when  considered  throughout,  will  not  bear 
the  construction  contended  for.  Its  whole  scope  and  meaning  is 
that  if  the  **  proper  officers  of  the  city  ought  to  have  known  of 
and  remedied  or  removed  the  defect  or  obstruction,''  and  did  not 
do  so,  then  the  city  was  chargeable  with  negligence.  The  use 
of  the  word  "servants"  could  not  have  been  understood  by  the 
jury  as  other  than  representatives  of  the  city  charged  with  some 
duty  with  reference  to  maintaining  the  streets  in  proper  condi- 
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tion  for  travel.  The  ease  requires  no  further  consideration.  We 
have  disposed  of  it  in  this  general  way  because,  as  it  appears  to 
us,  there  is  no  real  ground  for  objection  to  any  ruling  of  the 
court,  and  we  are  satisfied  that  the  verdict  of  the  jmy  finds  sop- 
port  in  the  evidence. 
The  judgment  of  the  district  court  is  afeibmsd. 


LOVE  V.  CITY  OF  ATLANTA 
95  Go.  129.    1894. 

Brror  from  city  court  of  Atlanta;  Howard  Van  Eppa,  Judge. 

Action  by  W.  A.  Love  against  the  city  of  Atlanta.  Defendant 
had  judgment,  and  plaintiff  brings  error.    Affibmed. 

Atkinson,  J.  Love  brought  against  the  city  of  Atlanta  an 
action  for  damages,  alleging,  in  substance,  that  while  he  was 
passing  along  the  streets  of  the  city,  in  the  exercise  of  proper 
care,  without  fault  upon  his  part,  l^,  through,  and  because  of 
the  negligence  of  a  servant  of  the  defendant,  an  animal  attached 
to  one  of  the  garbage  carts  of  the  city  was  permitted  to  run 
away,  and  while  so  running  collided  with  the  buggy  of  the 
plaintiff,  causing  serious  injury.  It  was  also  alleged  that  the 
driver  of  the  cart  was  a  small  negro  boy,  wholly  incompetent  to 
the  discharge  of  the  duty,  and  that  the  mule  employed  was 
vicious,  dangerous,  and  liable  to  run  away.  The  evidence  proved 
the  plaintiff's  cause  of  action  as  laid  in  the  declaration,  and  in 
reply  it  was  shown  that  the  mule  and  cart  causing  the  damage 
-were  in  use  by  the  city  under  the  direction  of  the  health  board 
of  the  city,  and  that  the  servant  of  the  city  charged  with  driving 
said  cart  was  then  employed  in  cleaning  the  streets,  and  remov- 
ing therefrom  such  putrid  and  offensive  substances  as  usually 
accumulate  in  the  streets  of  densely  populated  cities,  and  which 
were  necessary  to  be  removed,  because,  remaining,  they  endan- 
gered the  public  health.  At  the  conclusion  of  the  evidence  the 
trial  judge  directed  a  verdict  for  the  defendant,  instructing  the 
jury  that,  inasmuch  as  the  uncontroverted  testimony  showed  that 
the  injury  complained  of  was  inflioted  hy  servants  of  Uie  oity 
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employed  by  that  department  of  the  city  government  whose  duty 
it  was  to  look  after  and  preserve  the  public  healthy  and  inasmuch 
as  it  appeared  that  this  injury  was  inflicted  by  the  defendant's 
servants  whUe  engaged  in  the  performance  of  work  essential  to 
the  discharge  of  that  particular  duty,  the  city  was  not  liable,  and 
they  should  return  a  verdict  for  the  defenda/nt.  Exception  is 
taken  to  this  instmetioBy  and  we  are  now  to  consider  whetiier  the 
court  erred.  Distinctions  do  not  appear  to  have  been  at  all  times 
accurately  drawn  between  the  classes  of  oases  in  which  a  munici- 
pal corporation  would  be  liable  and  those  in  which  it  would  not 
be  liable  for  the  misfeasance  of  nonfeasance  of  a  public  servant 
employed  under  municipal  authority  in  the  discharge  of  duties 
relating  to  corporate  affairs.  One  general  proposition,  however, 
seems  to  have  received  general  recognition  at  the  hands  of  courts 
of  last  resort  wherever  that  class  of  cases  has  been  considered, 
and  that  class  of  cases  is  that,  where  an  injury  sustained  is  in- 
flicted because  of  the  misfeasance  of  an  agent  of  a  corporation 
while  engaged  in  a  duty  pertinent  to  the  exercise  of  what  are 
termed  "governmental  functions  of  a  corporation,'*  the  city  is 
not  liable.  Where  injuries  under  similar  circumstances  are  in- 
flicted by  the  agent  of  a  corporation  acting  for  it  in  the  discharge 
of  a  duty  on  behalf  of  a  municipal  corporation  where  it  is  en- 
gaged in  the  exercise  of  some  private  franchise,  or  some  franchise 
conferred  upon  it  by  law  which  it  may  exercise  for  the  private 
profit  or  convenience  of  the  corporation  or  for  the  convenience 
of  its  citizens  alone,  in  which  the  general  public  has  no  interest, 
for  such  injuries  a  right  of  recovery  lies  against  the  city.  Some 
difSculty  has  arisen  in  the  application  of  these  general  principles 
to  the  facts  of  particular  cases  which  from  time  to  time  have 
arisen.  Some  difficulty  has  arisen  in  the  proper  classification  of 
cases  in  order  to  assign  each  to  its  appropriate  position  with  ref- 
erence to  the  liability  or  nonliability  of  a  corporation,  and  the 
courts  have  not  been  altogether  happy  nor  entirely  consistent  at 
all  times  in  this  regard.  As  an  illustration  of  this,  it  is  held  that 
cities  are  liable  for  damages  resulting  from  the  nonrepair  or  from 
the  dangerous  condition  of  public  streets,  and  this  in  the  absence 
of  strict  statutory  liability  imposed  by  law.  It  has  been  held  that 
they  are  not  liable  for  damages  occasioned  by  their  fire  depart- 
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ments  for  injuries  to  person  or  property  in  going  to  or  trcm 
fires.  The  former  case  ia  one  that  might  properly  have  been 
originally  classified  among  the  cases  of  nonliability.  The  duty 
of  keeping  its  streets  in  repair  is  a  public  duty,  in  which  the  gen- 
eral public  is  interested.  The  state  commits  to  it  the  discharge 
of  those  governmental  duties  incident  to  the  sovereign  power,  by 
which  it  is  required  to  maintain  for  the  use  of  the  general  public 
and  for  the  public  convenience  a  i^ystem  of  roads  throughout  the 
state,  and  the  assignment  of  this  particular  duty  to  municipal 
corporations  within  their  limits  may  fairly  be  said  to  be  a  delegar 
tion  of  what  appears  to  us  to  be  one  of  the  functions  of  the  gov- 
ernment. The  latter  case,  referring  to  the  fire  department^  is  a 
case  of  nonliability,  and,  if  not  the  exercise  of  a  private  power 
for  the  benefit  of  the  corporation  itself  and  the  inhabitants  there- 
of, in  which  the  general  public  in  no  way  participates,  it  reaches 
the  verge  upon  that  line.  We  cite  tiiese  as  simple  illustrations  of 
our  statement  that  the  courts  have  not  at  all  times  been  consistent, 
but  with  no  purpose  either  to  disturb  the  precedents  established 
by  repeated  rulings  of  respectable  courts  of  last  resort  in  nearly 
all  the  states,  or  to  intimate  that  there  is  such  a  doubt  as  to  their 
soundness  as  would  in  any  sense  justify  the  adoption  of  other 
rules.  With  respect  to  matters  concerning  the  public  health, 
however,  there  is  no  serious  conflict  of  reason,  opinion,  or  author- 
ity upon  the  correctness  of  the  proposition  that  the  preservation 
of  the  puhlic  health  is  one  of  the  duties  that  devolve  upon  the 
state  as  a  sovereign  pouter.  It  is  sv^ch  a  duty  as,  upon  proper 
occasion,  justifies  the  exercise  of  the  right  of  eminent  domain, 
and  the  demolition  of  structures  which  endanger  or  imperil  the 
public  health.  In  the  discharge  of  such  duties  as  pertain  to  the 
health  department  of  the  state,  the  state  is  acting  strictly  in  the 
discharge  of  one  of  the  functions  of  government.  If  the  st€Ue 
delegate  to  a  municipal  corporation,  either  by  general  law  or  by 
particular  statute,  this  power,  and  impose  upon  it,  within  its  Urn- 
its,  the  duty  of  taking  such  steps  and  such  measures  as  may  be 
necessary  to  the  preservation  of  the  public  health,  the  municipal 
corporation  likevnse,  in  the  discharge  of  such  duty,  is  in  the  exer- 
cise of  a  purely  governmental  function,  affecting  the  welfare  not 
only  of  the  citizens  resident  unthin  its  corporation,  hut  of  the 
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citizens  of  the  commonwealth  generaOy,  all  of  whom  have  an  in- 
terest in  the  prevention  of  infectious  or  contagious  diseases  at  any 
point  within  the  state,  and  in  the  exercise  of  such  powers  is  en- 
titled to  the  same  immunity  against  smt  as  the  staie  itself  enjoys. 
Such  a  duty  would  stand  upon  the  same  footing  as  its  duty  to  pre- 
serve the  public  peace^  and  its  liability  or  nonliability  would  de- 
pend upon  the  same  principle  which  relieves  the  city  from  liabil- 
ity for  the  misfeasance  of  a  police  officer  in  the  discharge  of  his 
duty.  It  will  be  observed,  however,  that,  in  order  to  exempt  a 
city  from  liability,  it  is  not  sufficient  to  show  that  the  particular 
work  from  the  negligent  performance  of  which  by  tiie  servants 
of  the  city  a  citizen  was  injured  was  being  performed  under  the 
direction  of  the  health  authorities,  but  it  must  be  shown  that  the 
particular  work  so  being  done  was  connected  with,  or  had  refer- 
ence to,  the  preservation  of  the  public  health.  If  the  health  de- 
partment were  engaged  in  clearing  away  or  removing  obstruc- 
tions from  the  street  which  in  no  way  endangered  the  public 
health,  the  responsibility  of  the  city  then  would  rest  upon  the 
rule  of  liability  for  the  work  connected  with  repairing  and  keep- 
ing in  order  the  public  highways.  It  can  make  no  difference  in 
principle  as  to  the  character  of  the  agents  employed  in  the  dis- 
charge of  this  duty  with  respect  to  the  public  health.  The  prin- 
ciple of  nonliability  rests  upon  the  broad  ground  that  in  the  dis- 
charge of  its  purely  governmental  functions,  a  corporate  body  to 
which  has  been  delegated  a  portion  of  the  sovereign  power  is  not 
liable  for  torts  committed  in  the  discharge  of  such  duties  and  in 
the  execution  of  such  powers.  It  can  be  no  more  liable  because  of 
the  fault  to  select  competent  drivers  of  garbage  carts  than  a  city 
could  be  held  liable  for  failing  to  elect  a  wise,  conservative,  and 
discreet  mayor. 

Let  us  inquire,  then,  whether  the  particular  service  being  per- 
formed by  this  particular  servant  of  the  corporation  had  special 
reference  to  the  preservation  of  the  public  health.  The  accumu- 
lation of  garbage,  of  substances  offensive  to  the  sense  of  smell, 
of  substances  which,  if  permitted  to  remain,  would  poison  the  at- 
mosphere, and  breed  diseases  infectious  and  contagious  among 
the  inhabitants  of  the  city,  may  well  be  said  to  endanger  the  pub- 
lic health.    The  preservation  of  the  public  health  involves  the  re- 
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moval  of  those  causes  which  are  calculated  to  produce  disease. 
According  to  the  undisputed  testimony  in  the  case,  the  driver  of 
this  garbage  cart  and  the  alleged  refractory  mule  were  engaged 
actually  in  the  removal  from  the  streets  of  substances  similar  to 
those  described  above.  However  incongruous  it  may  appear  to 
be  to  say  that  this  diminutive  darkey  and  this  refractory  mule 
were  engaged  in  the  performance  of  some  of  the  functions  of  gov- 
ernment, it  is  nevertheless  true,  and  illustrates  how  even  the 
humblest  of  its  citizens,  under  the  operation  of  its  laws,  may  be- 
come, in  Georgia,  an  important  public  functionary.    Judgment 


CITY  OP  KANSAS  v.  LEMEN. 
57  Fed.  905.    1893. 

In  error  to  the  circuit  court  of  the  United  States  for  the 
western  district  of  Missouri. 

At  Law.  Action  by  Frank  Lemen  against  the  city  of  Kansas 
City,  Mo.,  for  wrongfully  closing  an  exhibition  held  by  plaintiff 
in  said  city.  Verdict  and  judgment  for  plaintiff.  Defendant 
brings  error.    Reversed. 

Before  Caldwell  and  Sanborn,  Circuit  Judges,  and  Thayer, 
District  Judge. 

Thater,  District  Judge.  Frank  Lemen  filed  in  the  United 
States  circuit  court  for  the  western  district  of  Missouri  a  com- 
plaint against  Kansas  City,  a  municipal  corporation  of  the  state 
of  Missouri,  wherein  he  alleged  substantially  the  following  facts: 
That  he  was  a  citizen  and  resident  of  the  state  of  Elansas,  and 
the  proprietor  of  a  show  and  hippodrome ;  that,  desiring  to  ex- 
hibit said  show  in  Kansas  City,  Mo.,  on  the  3rd  and  4th  days  of 
May,  1892,  he,  before  that  time,  lawfully  acquired  from  the  own- 
ers of  a  certain  tract  of  land  situated  within  the  corporate  limits 
of  Kansas  City  the  right  to  give  an  exhibition  there(xi,  and  that 
he  took  peaceable  possession  of  said  land  with  the  consent  of  the 
owner,  and  erected  his  tents  thereon,  and  that  he  also  fully  com- 
plied with  all  of  the  ordinances  and  regulations  of  the  city  with 
reference  to  such  exhibitions  as  he  proposed  to  give,  and  obtained 
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a  license  for  the  exhibition  from  the  proper  city  authorities,  en- 
titling him  to  give  two  exhibitions,  for  which  he  paid  to  the  city 
$20;  but  that  on  the  day  appointed  for  the  exhibition,  and  jnst 
before  it  was  to  begin,  **the  defendant,  Kansas  City,  acting  by 
and  through  its  mayor,  police,  and  other  duly  constituted  and 
authorized  agents  (the  said  mayor),  personally  consenting  and 
directing  all  things,  did  willfully,  with  knowledge  that  they  were 
acting  wrongfully,  and  without  right,  and  with  the  intention  to 
harass  and  oppress  the  plaintiff,  and  to  break  up  and  ruin  his 
said  business,  with  force  and  violence  come  upon  said  land,  and 
with  threats  and  violence  did  stop  plaintiff  from  prosecuting  his 
said  business,  and  did  put  a  stop  to  the  exhibition  of  the  said 
show,  and  did  then  and  there  threaten  and  began  to  tear  down 
and  break  and  destroy  plaintiff's  said  tents  and  property,  and 
did  with  force  seize  upon  the  person  of  the  plaintiff  and  arrest 
him,  falsely  pretending  that  he  had  violated  some  city  ordinance, 
•  •  •  and  did  threaten  to  arrest  and  imprison  plaintiff's 
employes  unless  they  desisted  from  carrying  on  plaintiff's  said 
business,  falsely  pretending  that  such  employes  thereby  were 
violating  some  ordinance  of  Kansas  City;  and  did  stop,  prevent, 
and  warn  the  people  from  eoming  into  plaintiff's  said  show,  and 
from  purchasing  tickets  thereto,  •  •  •  and  compel  and  re- 
quire plaintiff  to  cancel  his  appointments  to  exhibit  his  show  at 
the  place  and  times  aforesaid,  and  to  remove  all  his  property 
and  effects  from  said  tract  of  land,  and  did  greatly  injure  and 
discredit  his  said  business,"  etc. 

The  answer  which  was  filed  by  the  city  to  such  complaint  (and 
we  only  state  the  substance  thereof,  after  some  portions  had  been 
eliminated  by  a  motion  to  strike  out)  was  as  follows :  The  city 
admitted  its  corporate  capacity,  and  that  the  plaintiff  intended, 
and  had  in  fact  made  preparations,  to  give  an  exhibition  at  the 
time  and  place  stated  in  his  complaint.  It  denied,  however,  that 
the  plaintiff  had  the  consent  of  the  owner  of  the  tract  of  land  de- 
scribed in  his  complaint  to  give  an  exhibition  thereon,  and 
averred,  to  the  contrary,  that  the  title  to  said  tract  of  land  was 
vested  in  the  city,  as  trustee,  to  be  held  for  the  purposes  of  a 
graveyard,  and  that  it  had  been  so  vested  and  held  for  more  than 
30  years,  and  that  the  remains  of-  many  persons  had  been  buried 
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therein,  and  that  many  were  still  entombed  in  said  tract  of  land. 
The  city  further  admitted  that  a  license  was  issaed  to  it  by  the 
plaintiff  to  give  an  exhibition  on  said  ground,  and  that  he  had 
paid  $20  therefor;  but  it  averred  that  the  city  had  no  power  to 
issue  a  license  for  a  show  in  a  graveyard ;  and  that  the  police  of 
the  city  had  notified  the  plaintiff,  prior  to  the  intended  exhibi- 
tion, that  he  could  not  give  an  exhibition  on  the  ground  selected, 
because  it  was  a  graveyard,  and  because  an  exhibition  in  saeh 
place  would  be  a  public  nuisance,  whereupon  the  plaintiff  had 
withdrawn  from  said  premises,  and  had  removed  his  tents  else- 
where to  a  place  within  the  city,  and  had  given  an  exhibition  for 
two  days  under  the  license  in  question. 

To  the  foregoing  answer  a  reply  was  filed,  which  denied  that 
the  city  held  the  title  to  the  aforesaid  tract  of  land  as  a  grave- 
yard. It  was  further  averred  tiiat  in  a  previous  suit  brought 
against  Kansas  City  by  certain  persons  who  claimed  title  to  said 
tract  of  land  it  was  judicially  ascertained  and  adjudged  that  the 
lot  was  not  a  graveyard,  and  that  in  said  suit  said  last-named 
claimants  had  recovered  the  property;  and  that  Lemen  acquired 
his  right  to  give  an  exhibition  on  the  premises  under  the  said 
claimants,  they  being  at  the  time  in  the  quiet  and  peaceable  pos- 
session and  enjoyment  thereof. 

The  case  was  tried  before  a  jury  on  the  foregoing  iasaes,  and 
the  plaintiff  below  recovered  a  verdict  against  the  dly  in  the  sum 
of  $2,200.  To  reverse  the  judgment  entered  upon  such  verdict, 
the  plaintiff  in  error  has  prosecuted  a  writ  of  error  to  this  court 

Several  exceptions  were  taken  by  the  plaintiff  in  error  to  the 
action  of  the  circuit  court  in  admitting  testimony  and  in  giving 
and  refusing  instructions,  but  the  view  that  we  have  taken  of  the 
case  only  renders  it  necessary  to  determine  whether  the  court 
erred  in  refusing  to  charge  that  the  city  could  not  be  held  liable 
for  the  wrong  and  injury  complained  of. 

The  distinction  that  exists  between  the  various  lowers  or* 
dinarily  exercised  by  municipal  corporations  has  been  pointed 
out  on  numerous  occasions,  and  is  well  defined.  In  exercising^ 
certain  powers,  such  corporations  act  for  the  public  at  lai^ge  as 
governing  agencies,  and  for  that  reason,  when  so  acting,  tiiey 
cannot  be  held  liable  for  a  misfeasance.   When  acting  in  a  public 


Digitized  by 


Google 


CITY  OF  KANSAS  v.  LEMEN.  381 

eapacityy  as  governing  agencies,  the  rule  of  respondeat  superior 
has  no  application  to  acts  done  by  the  officers  of  such  corpora- 
tions, but  the  responsibility  for  a  wrongful  act  rests  with  the 
officer,  and  not  with  the  municipality.  In  the  exercise  of  many 
other  powers  devolved  upon  municipal  corporations,  commonly 
termed  ** corporate  powers,"  such  bodies  act  for  the  special  bene- 
fit of  the  municipality,  or  the  municipality  derives  some  profit, 
emolument,  or  advantage  from  their  exercise,  and  in  such  cases 
the  municipality  is  liable  for  acts  of  misfeasance  done  by  its 
officers  that  are  positively  injurious  to  individuals. 

In  Maxmilian  v.  Mayor,  62  N.  Y.  160,  Polger,  J.,  says: 
''There  are  two  kinds  of  duties  which  are  imposed  upon  a  munic- 
ipal corporation:  One  is  of  that  kind  which  arises  from  the 
grant  of  a  special  power,  in  the  exercise  of  which  the  municipal- 
ity is  as  a  legal  individual.  The  other  is  of  that  kind  which 
arises  or  is  implied  from  the  use  of  political  rights  under  the 
general  law,  in  the  exercise  of  which  it  is  as  a  sovereign.  The 
former  power  is  private,  and  is  used  for  private  purposes;  the 
latter  is  public,  and  is  used  for  public  purposes.  •  •  *  In 
the  exercise  of  the  former  power,  and  under  the  duty  to  the  pub- 
lic which  the  acceptance  and  use  of  the  power  involves,  a  munici- 
pality is  like  a  private  corporation,  and  is  liable  for  failure  to 
use  its  power  well,  or  for  any  injury  caused  by  using  it  badly; 
but  where  the  power  •  •  •  is  conferred  not  for  the  immedi- 
ate benefit  of  the  municipality,  but  as  a  means  to  the  exercise  of 
the  sovereign  power  for  the  benefit  of  all  citizens,  the  corpora- 
tion is  not  liable  for  nonuser  nor  for  misuser  by  tiie  public 
agents."    Citing  Eastman  v.  Meredith,  36  N.  H.  284. 

The  distinction  thus  referred  to  is  also  recognized  in  the  state 
from  which  this  case  comes  (Hannon  v.  County  of  St.  Louis,  62 
Mo.  313,  318),  and  is  stated,  and  supported  by  numerous  cita- 
tions, in  Dillon  on  Municipal  Corporations  (vide  4th  Ed. 
§§  966-968,  974). 

In  the  case  at  bar  we  feel  constrained  to  hold  that  the  wrongful 
act  complained  of  was  done  by  the  city  under  color  of  a  power 
which  it  exercises  as  a  governing  agent  for  the  benefit  of  the 
public  at  large,  and  not  for  the  advantage  of  the  inhabitants  of 
Kansas  City,  except  as  they  form  a  part  of  the  general  public. 
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The  establishment  of  a  public  show,  such  as  a  menagerie,  eircns, 
or  hippodrome,  on  a  tract  of  land  dedicated  to  a  city  or  town  for 
the  purposes  of  a  graveyard,  and  actually  used  as  such,  would 
constitute  a  public  nuisance.  A  city  has  no  more  right  to  license 
a  show  of  that  nature  in  a  graveyard  than  it  has  to  license  it  to 
locate  on  the  public  streets  and  thoroughfares ;  and  we  entertain 
no  doubt  that  when  a  municipality  undertakes  to  prevent  or  to 
abate  a  nuisance  of  that  kind  by  means  of  its  police  force  it  is 
acting  for  the  state  as  a  governing  agency,  and  not  merely  in  the 
discharge  of  a  purely  corporate  power  or  duty. 

In  the  caae  of  Haskell  v.  City  of  New  Bedford,  108  Mass.  208, 
211,  Mr.  Justice  Gray,  tiien  on  the  bench  of  the  supreme  judicial 
court  of  Massachusetts,  used  the  following  language:  ''Acts 
done  by  the  mayor  and  aldermen,  or  the  mayor  alone,  to  keep  the 
streets  clear  of  obstructions,  are  acts  done  by  them  as  public 
officers,  and  not  as  agents  of  the  city;  and  for  such  acts  the  city 
was  not  liable  to  be  sued;"  citing  Walcot  v.  Swampscott,  1  Allen, 
101;  Griggs  V.  Foote,  4  Allen,  195;  Barney  v.  Lowell,  98  Mass. 
570;  and  Fisher  v.  Boston,  104  Maas.  87. 

In  a  comparatively  recent  case— Culver  v.  City  of  Streator, 
130  111.  238,  22  N.  E.  810— it  was  held  that  the  city  was  not  liable 
for  the  negligent  act  of  one  of  its  police  officers  while  endeavor- 
ing to  enforce  an  ordinance  forbidding  dogs  to  run  at  large  with- 
out being  muzzled,  for  the  reason  that  in  the  making  and  en- 
forcement of  the  ordinance  the  city  was  acting  merely  as  agent 
of  the  state  in  the  discharge  of  duties  imposed  by  law  for  the 
promotion  of  the  general  welfare.  The  court  said  that  the  ordi- 
nance was  passed  in  pursuance  of  the  police  power  vested  in  the 
municipality,  and  that  acts  performed  in  the  exercise  of  that 
power  were  done  in  a  public  capacity  as  a  governing  agency,  and 
not  for  the  special  advantage  of  the  municipality. 

It  is  also  very  generally  held  that  a  city  is  not  liable  for  wrong- 
ful acts  committed  by  its  police  officers  in  enforcing  city  ordi- 
nances, or  in  making  arrests  for  alleged  violations  of  law  or  local 
ordinances,  or  while  endeavoring  to  suppress  an  unlawful  as- 
semblage, because  while  acting  in  such  matters,  police  officers  are 
not  mere  servants  of  the  municipality,  and  the  rule  of  respondeat 
superior  does  not  apply.    Buttrick  v.  City  of  Lowell,  1  Allen, 
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172;  Fox  V.  Northern  Liberties,  3  Watts  &  S.  103;  CalweU  v. 
City  of  Boone,  51  Iowa,  687,  2  N.  W.  614;  Odell  v.  Schroeder, 
58  lU.  353;  EUiott  v.  Philadelphia,  75  Pa.  St.  347;  Dargan  v. 
Mobile,  31  Ala.  469;  Little  v.  City  of  Madison,  49  Wis.  605,  6  N. 
W.  249;  Trammell  v.  Bussellville,  34  Ark.  105;  Worley  v.  Inhab- 
itants, 88  Mo.  106;  Dill.  Mun.  Corp.  §  975. 

We  can  entertain  no  doubt,  therefore,  that  for  the  acts  com- 
plained of  in  the  present  case  there  is  no  right  of  redress  against 
the  city,  assuming  them  to  have  been  done  or  authorized  by  the 
city,  as  stated  in  the  plea,  for  the  purpose  of  preventing  a  public 
exhibition  on  a  tract  of  land  dedicated  and  used  as  a  graveyard. 
The  act  of  the  municipality  in  that  behalf  was  an  exercise  of  a 
power  vested  in  it  to  promote  the  general  welfare,  as  contra- 
distinguished from  those  corporate  powers  which  it  exercises  for 
the  special  advantage  of  the  municipalily. 

It  was  said  in  the  course  of  the  oral  argument  that  the  plea 
interposed  by  the  city,  that  the  tract  of  lacid  in  question  was  a 
graveyard,  and  that  the  city  had  acted  with  a  view  of  preventing 
its  desecration,  was  a  mere  pretense ;  that  in  fact  it  had  some  ul- 
terior purpose  in  view,  and  was  seeking  some  private  gain  or  ad- 
vantage, when  it  committed  the  wrongful  acts  charged  in  the 
complaint.  With  reference  to  this  statement,  it  is  sufficient  to 
say  that  no  such  suggestion  is  found  in  the  pleadings.  To  the 
plea  that  the  premises  were  held  in  trust  by  the  city  as  a  grave- 
yard, tiiat  the  license  issued  by  the  city  conferred  no  right  to  give 
an  exhibition  at  the  place  in  question,  and  that  the  city  had  acted 
solely  with  a  view  of  preventing  a  public  nuisance,  the  plaintiff 
merely  replied  that  it  was  not  a  graveyard,  and  that  that  fact  had 
been  judicially  ascertained  and  adjudged  in  a  previous  suit, 
whereto  the  city  was  a  party.  We  think,  therefore,  that  the  sug- 
gestion above  mentioned  is  of  no  avail  to  the  defendant  in  error 
on  this  record.  We  must  take  it  for  granted  that  the  plea  inter- 
posed by  the  city  was  made  in  good  faith,  and  correctly  states 
the  purpose  which  inspired  its  action. 

Furthermore,  if  it  be  true,  as  suggested,  that  the  eity  knew 
that  the  premises  were  not  a  graveyard,  and  that  they  were  in 
fact  private  property,  and  that  it  had  some  ulterior  object  in 
view,  and  intended  to  wrong  and  oppress  the  plaintiff,  then  it  is 
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difiScult  to  escape  the  conclusion  that  the  acts  said  to  have  been 
committed  by  the  police  with  the  sanction  of  the  mayor  were  so 
utterly  beyond  the  scope  of  any  corporate  power  vested  in  the 
municipality,  that  it  could  not  be  held  liable  on  that  ground. 
Dill.  Mun.  Corp.  §§  968-970. 

Our  conclusion  is  that  the  circuit  court  erred  in  refusing  to 
direct  the  jury  to  find  a  verdict  in  favor  of  the  city,  wherefore 
the  judgment  of  the  circuit  court  is  bevbbsed,  and  the  cause  re- 
manded, with  directions  to  grant  a  new  trial 


KANNENBERG  v.  CITY  OP  ALPENA. 

96  Mich.  53.     1893. 

Error  to  circuit  court,  Alpena  county;  Robert  J.  Keller, 
Judge. 

Action  by  Herman  Kannenberg  against  the  city  of  Alpena  for 
personal  injuries  caused  by  slipping  down  on  the  ice  on  a  high- 
way. Prom  a  judgment  for  defendant,  entered  upon  a  verdict 
directed  by  the  court,  plaintiff  brings  error.    Affibmed. 

HoOKEB,  C.  J.  Plaintiff  brought  an  action  against  defendant 
to  recover  damages  for  a  personal  injury,  occasioned  by  slipping 
down  upon  the  ice  on  a  highway.  It  is  contended  by  defendant's 
counsel  that  the  evidence  conclusively  shows  that  the  plaintiff 
was  not  upon  the  sidewalk  when  he  slipped.  No  witness  swears 
clearly  that  he  slipped  upon  the  sidewalk,  but  the  plaintiff  stated 
once  in  his  testimony  that  he  was  on  the  sidewalk  when  he  fell. 
We  shall  therefore  treat  the  question  as  one  for  the  jury.  The 
trial  judge  directed  a  verdict  for  defendant  upon  the  ground 
that  there  was  no  evidence  that  the  street  was  not  in  a  reasonably 
safe  condition  for  travel.  The  street  had  been  recently  paved,  in 
the  course  of  which  the  center  of  the  highway  was  made  higher 
than  the  existing  sidewalks.  It  had  previously  been  somewhat 
lower.  The  street  was  paved  with  cedar  blocks,  so  laid  as  to  make 
a  gutter  outside  of  the  sidewalk.  In  this  gutter  was  a  catch- 
basin  for  the  sewer,  close  to  the  place  of  the  accident.  This  catch- 
basin  had  become  filled  up  or  stopped,  so  that  the  water  did  not 
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run  off,  and,  the  weather  being  warm,  the  water  aceumulated  at 
that  point,  and  flowed  upon  the  outer  edge  of  the  sidewalk, 
where  it  froze,  and,  it  being  covered  with  manure  and  dirt, 
plaintiff  fell,  and  was  injured. 

It  is  claimed  that  defendant  did  not  keep  its  walk  in  a  reason- 
ably safe  condition  for  travel.  Unless  the  municipalities  of  the 
state  are  to  be  made  insurers  against  accident,  it  is  difficult  to  see 
how  the  plaintiff  can  be  permitted  to  recover.  Just  what  duty 
the  city  neglected  is  not  stated.  By  the  paving  improvement,  the 
water  flowed  upon  the  sidewalk  and  froze.  Had  it  not  been 
made,  it  would  have  flowed  upon  the  road,  where  it  would  have 
frozen,  and  made  it  possible  for  an  accident  to  have  happened 
there.  No  fault  is  found  with  the  construction  of  the  catch- 
basin,  and  upon  the  whole  record  it  is  plain  that  from  natural 
causes,  without  fault  upon  the  part  of  the  city  authorities,  some 
ice  formed  from  the  snow  which  fell  in  the  highway.  No  liabilily 
attaches  under  such  circumstances.  Some  cases  have  been  cited 
in  support  of  the  plaintiff's  claim,  but  they  relate  to  instances 
where,  by  neglect  of  the  hydrants  or  waterspouts,  water  was  per- 
mitted to  drop  upon  the  walk,  where  it  froze.  These  cases  are 
clearly  distinguishable  from  the  case  before  us.  The  judgment 
must  be  affirmed.    The  other  justices  concurred. 
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